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MORNI NG SESSI ON
(9:15 A M)

MR. BERRINGER: | am Bryan Berri nger.

Thanks for everybody comng in close to, this
close to the holidays. This is an inportant step in
t he rul emaki ng.

| amthe team | eader for the C othes Washer
Wor kshop in the rul emaking. The follow ng people are
al so on our team as you were introduced, was Qonnie
Laughlin and Gene Margolis fromof the Ofice of
General Counsel and Mark Friedrichs, who is not here
fromthe Ofice of Policy and International Affairs.

On behalf of the Departnent of Energy | would
like to thank you all for being here today. This being
the fourth public workshop that we have done under the
new process since the process rule of July 15, 1996.

It is has to believe it has been two years, two and a
hal f years since we have started that process and this
being two years, working on the clothes washer rule.

Copi es of the draft reports, the slides
today, if anybody needs, we have the prograns that are
on the web site, if you haven’t gotten those. See Sandy
at the table. Anything else, we have copies of the TSD
and the actual Federal Register, the publication is

sitting up here on the table also. |If you feel
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inclined to have that material .

Anybody attending today will be put on the
mailing list. One of the things we would like to is
probably narrow down our mailing list to people that
are participating. So, we may, you may see a shorter
mailing list. So, if you want to maintain, everybody
that is here and that was at the |ast workshop, wll
maintain on the mailing list. And we will start new
one, sort of cut it down because we have got a rather
large list. So, if you know anybody that is not here
that would like to remain on our mailing list, either
have them contact with or Brenda Edwards-Jones, as

identified in the Federal Reqister.

Comrents recei ved here today and those
al ready submtted during the witten coment period
w Il assist us in developing the notice of proposed
rule, which is planned in Novenber of 1999 publication.
The foll owm ng procedural itens, you have
heard them before, but we will go through them once
nmore. | will be presiding officer over the workshop.
Victoria Nader is our facilitator for the workshop,
will be setting the guidelines for conducting the
wor kshop and for providing information as we go al ong,
parking lots and so forth. And you may renenber

Victoria, she was involved in our first process

EXECUTI VE COURT REPORTERS, | NC.
(301) 565- 0064



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

i nprovenent wor kshop. She was handling one of the
br eakout sessions.

In approximately two weeks the transcri pt
shoul d be available, in the Freedom of |Information
room which is dowm the hall in 1E-190. You can al so
make arrangenents with the court reporter if you would
like to purchase a copy fromthem

To provide the Departnment with as much
pertinent information that can be viewed and reasonably
obt ai ned and that everybody gets their views, the
wor kshop will be in accordance with these foll ow ng
pr ocedur es:

Qovi ously, the focus of this workshop is to
listen to your coments on the suppl enental proposed
rul emeki ng. Receive data information to help the
Departnment in their analysis, the prelimnary analysis
and al so receive coments on information pertaining to
the Notice of Proposed Rul emaki ng, the next steps. W
are going to go over the nethodol ogies and so forth
this afternoon, which is on the agenda.

W w il take a lunch break about noon, as
appropriate. There is a snack bar downstairs. There
is the cafeteria down in the West wi ng of the buil ding.
There is also sone restaurants up at L’ Enfant Pl aza.

Lunch is your own, so we will try, we let Victoria as
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the, as we do our presentations and get through the
day, we will decide, we will choose a point for, a good
poi nt for |unch.

W would like to reduce interruptions if
everybody would wait to speak, to be recognized by
Victoria. Please renenber, this is inportant for the
court reporter, to speak into the m crophone, give your
name and your conpany for each tinme that you speak.

Pl ease keep side conversations to a mnimum |f you
can, if possible, you can go outside if it becones a
| engt hy di scussi on.

It may be necessary to cut off topics to
mai ntain schedule. W have a very full agenda today.
And we have a nunber of topics that people want to
di scuss. So, when we get into that we want, we have
set a list up here, sone of the topics that we
received. What we would like to do is see when we get
into that, to prioritize that or if everybody feels
that all the agenda itens or the topics are necessary,
we can add that when we go to the agenda revi ew

This workshop is scheduled to end at 4:00
p.m today or soon if we get through everything.

Topi cs that have not been fully discussed can
be addressed in additional comments. The conment

period for this workshop and the notice is February 2
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of 1999. So that will coincide wth the suppl enental
rul emeki ng cooments. All comments and data subm tted
to the Departnment will be used for the publication of
the Notice of Proposed Rul emaking.

Witten comments and data submtted wll be
avail able for the public inspection at the reading
room I|f anybody needs the phone nunber it is (202)
586- 6020, and again, it is down the hall in 1E-190.
Witten comments should be addressed to the Departnent

of Energy in the Federal Reqgister notice that are

addressed in the notice, supplenental advance Notice of
t he Proposed Rul enaki ng.

We request that 10 copies be submtted of
coments or data. The Departnment would like if
possi bl e, electronic copies in WrdPerfect 6.1. Pl ease
no fax copies. There is sonething new that we are
accepting, is we will accept electronic copies of
E-mails. W ask that you follow up with a signed hard
copy, so that we have a permanent record and we know
that is your official coment. And that should be
addressed also, there is an E-mail address. You can
address that to nyself, send it to the Departnent and
the addresses are given in the Notice of Proposed, of
t he suppl enental advance Notice of Proposed Rul emaki ng.

Any person submtting information they feel
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is confidential, and exenpt by |law from public

di scl osure, should submt one copy with the information
init, and 10 copies in which the information cl ai med
confidential is deleted. |In accordance wth the
procedures in 10 CFR 1004. 11, the Departnent shall nake
its own determ nation whether the information shall be
exenpt from public disclosure. Ckay.

And keeping with the regulations of this
buil ding, there is no snoking allowed in the building,
in the restroons or down the hall, either end of the
hall to the right or left. There are public phones in
the main | obby area.

And again, we appreciate everybody taking the
time and effort in preparing for this neeting and for
this workshop. And we will be glad, glad to receive
coments and opinions. And we have done, we have
al ready done introductions. And if we would just go
right into agenda review. Victoria?

M5. NADER: Thank you, Bryan.

First let me say thank you to all of you for
being here. | reviewed the record of your |ast
meeting, and | can see that you have cone a trenendous
di stance fromthe place we all started over two and a
hal f years ago. | aminpressed by the technica

expertise you have brought. And | aminpressed by your
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ability to work together as a team And | am aware
that we have a trenendous anount of work to do today,
but | see that you are well organized and you know t he
routine. And | will ook to you to nmanage yoursel ves
to a certain extent.

Just to reenforce the ground rules. Because
we have to have a record of this proceeding, please
speak only one person at a tine. W need to have the
recorder be able to hear you. And Recorder, please
signal if there is sonmeone you can’t hear, please |et
us know.

| f you need to have a side conversation with
soneone, please go out in the hall to do that. It is
the only way we can continue to hear one anot her
i nside. Please respect yourselves as coll eagues.
State your nane and your organization each tinme you
speak. This is very inportant. Be concise. There is
a trenmendous | evel of detail involved in sone of the
work we are doing. W have to use words sparingly and
effectively in order for us to acconplish what we need
to acconplish today.

And again, speak to be heard. WMake sure that
you are projecting your voice so that the recorder and
everyone in the room can hear you.

The agenda for today is |lengthy. Does
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everyone have a copy of the agenda? W w il spend from
9:30 to 11: 30 going over the itens that you have said
you want to provide information on and the areas that
you have indi cated you have questions on. And in just
moment or two, | will go through the list and get an
i ndi cation of how many people are interested in which
topics, so that we can be as efficient as possible.

W will work until 11:30 on those questions
and answers. At 11:30 we will reviewthe results of
t he Reverse Engi neering, Phase Il. Approximtely 12
and we will | ook for a convenient breaking point, but
approximately 12 to 1 wll be lunch tine. As Bryan
said, you are on your own for |unch

Then begi nning at one, we will have a series
of presentations, covering Marginal Energy and \Water
Rat es, National Energy Savings, approaches to determ ne
shi pnment and elasticity. Consuner Survey, update. W
wi |l have a break roughly in the mddl e of our
afternoon tine. And followi ng the break, we will cover
Manuf acturer | npact Analysis, Indirect Enploynent,
Envi ronmental Assessnent, Uility Inpact Analysis. And
then at four to four-thirty, we will have a summary
di scussion and try to cover anything that we have not
touched on earlier in the process.

Ckay. | s everyone clear on what we are
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doi ng?

MR. BERRINGER: |s there anything that we have
elimnated fromthe agenda that you feel needs to be
addressed? Earl, you have a question?

MR. JONES: -- not elimnation, | want to
check them agai n.

MR. BERRI NGER: Pl ease speak in the
m crophone, and identify yourself, please.

MR JONES: Yes, Earl Jones with G E.

There was, | thought a provision rmade for
call ins on the consunmer survey piece of the consuner
di scussion, is that still true and how is that working

on this agenda?

MR. BERRINGER That is correct. | didn’t put
that on the agenda since that was a worki ng group
meeting. That is at 4:30 this afternoon and | do have
the call in nunber for the working group.

MR. JONES: | thought it was initially set at,
wasn’'t it set at two or not? No?

MR. BERRINGER No, 4:30 this afternoon, which
is going to be in the roomright across the hall, which
is 1E-250. So, as soon as we break up here, if we
break up earlier, we can do that. | can give, if
during the day you need to call sonebody, the call in

nunber is (202) 287-1380. So, we wll make that

EXECUTI VE COURT REPORTERS, | NC.
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avai lable later this afternoon. But, that is starting
at 4:30, following this neeting.

M5. NADER: Anyone el se have a question?

Ckay. Qonni e has posted on the easel charts
the primary topics that people have said they want to
tal k about today. Wat | would |ike for you to do,
pl ease, is raise your hand if you are interested in
these particular topics. | want to get a sense of
whet her we wi Il be tal king about itens of general
interest to the whole group of people. And that wll
make a determ nation also as to whether there m ght be
sonme issues that could be handl ed one on one or
otherwise in a smaller setting.

Ckay. How many people are here to tal k
about product class?

MR. BERRI NGER. W were tal king about, the
i ssue here that we were | ooking at and we can el aborate
that on, is the conpact class. There was a comment
from Wi rl pool about increasing that product class.
So, that was the main topic that we heard as far as
product cl ass.

Earl, did you have sonething else to add to
t hat ?

MR, JONES: Oh, you are so generous, Bryan.

M5. NADER: | didn't hear that, Earl. What

EXECUTI VE COURT REPORTERS, | NC.
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did you say?

MR. JONES: | am conplinenting Bryan on his
generosity. Well, of course, a nore basic question
then that is in product classes that have been
hi storically recogni zed whether they will continue as
they relate to port of access.

M5. NADER: Ckay. Yes, sir?

MR. MARTIN: | am M chael Martin, California
Energy Comm ssion. | ama little confused by your
question. You asked whether we want to tal k about it
or whether we are interested init. There are a |ot of
things | amvery interested in, but I don’t wsh to
make a statenent, but should I raise nmy hand?

M5. NADER: Thank you for that --

MR MARTIN: | certainly wouldn't want to m ss
a word that Earl told ne.

MS. NADER: The purpose of asking you to give
me a signal of your, it is a signal of interest, not
just sonething you want to tal k about. Thank you. The
whol e purpose here is just to nake sure that we are
spending our tinme on the things that people think are
nost inportant. Ckay.

Water and sewer rates? All right. That one
is popul ar.

Elasticities? 1s there even one person in

EXECUTI VE COURT REPORTERS, | NC.
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the roomwho wants to talk about elasticities? Ckay.

MR. BERRI NGER. These, the topics, too, that
we have the asterisks, we will be presenting sone this
afternoon, especially water rates and we will be
tal ki ng about elasticities, the next topic shipnents is
al so on the agenda for this afternoon.

M5. NADER: How many are interested in the
topi c of shipnments? Thank you

Repair and warranty costs? Life cycle costs?
Ckay. Thank you.

Life of the appliance in life cycle costs?
Thank you.

Ener gy, annual energy outl ook ‘’99 forecast
and anal ysi s? Ckay.

What el se do we need to tal k about today?
VWhat are the itens that are not yet on the list?

Yes, sir?

MR. SCHEEDE: d en Scheede. | would just Iike
to ask Bryan, you asked for comrents by Decenber 4th
for itens that did not appear to be on the agenda, to
send the cooments in to nomnate things. And | duly
sent you a nunber of themand | notice you don't even
bot her putting themon the list. |Is there sone
criteria that you have for selecting things that you

will or will not consider?

EXECUTI VE COURT REPORTERS, | NC.
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MR. BERRINGER If you | ook at the agenda, we

tried to address sone of those in the other coments,
about m dway down, when we tal ked about the scenari os.
So, we sort of put those, when we get into discussion,
we put save detergent, additional information. W just
put a handful of themon here. So, if you have

sonet hing you strongly feel that is mssing fromthis
list.

MR, SCHEEDE: | can give you another copy of
my Decenber 4th letter. One topic is the general issue
of quality of data, because we have, we are now getting
data froma nunber of sources, apparently the DOE and
its contractors are using wwth no information to show
the representativeness, validity or reliability of the
data. We nerely are presented results w thout that
kind of discipline wth it. | think that is a general
t opi c.

M5. NADER: Ckay. Thank you.

MR. SCHEEDE: A general topic that needs to be
consi dered by DCE

| do have comments on the MAI SY data, but
apparently that will be on the agenda.

M5. NADER: Say that |last item please, |
couldn’t hear you?

MR. SCHEEDE: MAISY, MA-1-S-Y. The new

EXECUTI VE COURT REPORTERS, | NC.
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source of commercial data that DOE proposes to use for
all sorts of decisions.

M5. NADER: Ckay. Thank you.

MR. SCHEEDE: That apparently is on the
agenda. You do seemto have, | guess the marginal
costs and taking out the fixed portion of bills is,
wi |l be discussed this afternoon and |ife of
appliances. So, the main one is this quality of data,
whi ch seens to be m ssing. Thank you.

M5. NADER: Thank you.

How many people are interested the quality of
data issue? Ckay. Thank you, that was a good
addi ti on.

Any ot her additions? Yes?

MR. NADEL: | amnot quite sure where they fit
in, whether it is here or this afternoon, but three
other things, | wasn't clear whether they are on the
list.

One is a question of retail mark-ups.

MR. BERRI NGER Yeah, | think we have ski pped
this page right here. W do have alternative, this is
sort of what is in the agenda, alternative scenari os.

MR. NADEL: | just wanted raise, if you have
got it covered, great.

M5. NADER: Thank you.

EXECUTI VE COURT REPORTERS, | NC.
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MR. BERRINGER | think these sonme of your

savings fromdetergents, information. You had tal ked
about the cost 40 to 45 percent.

MR. NADEL: Right.

MR. BERRINGER And retail mark-ups. So, we
di d.

MR, NADEL: Ckay.

M5. NADER: Thank you.

MR. SCHEEDE: | am sorry, d enn Scheede again
Anot her issue that | should have nentioned is access to
data. This is a problemparticularly with MAI SY
because apparently it is high cost, anywhere from 20 to
50,000 dollars to get at it. And the question of how
that information will be made available so it can be

eval uated by people interested in participating in this

process.
M5. NADER: Good, thank you. Qhers? Yes,
sir?
MR. GREGG Tony Gegg, Gty of Austin. Just
one thing for the input for the nodel. | don’t knowif

it is addressed anywhere, but the reduction in cost to
utilities and electric, all types of utilities and not
having to fund rebate prograns after standards are
inplenmented. | don’'t knowif that is already taken

care of or not.
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MR BERRINGER: No, | don’t think that was

sonet hi ng that we have.

M5. NADER: You said reduction of what, |
couldn’t hear you clearly?

MR. GREGG Reduction in cost for rebate
prograns that are currently in effect, to try to
pronote efficient technol ogy.

M5. NADER: Thank you.

Ckay. Anything else? Al right. Hearing no
addi tional suggestions, let’s begin the conversation on
Product O ass.

May | ask those who have table tents, a
favor, if would help nme a great deal if you could turn
your tents so that | can see your organizations. Thank
you. That is useful.

MR. BERRINGER If | could, | just had one,
the presentations are there. W probably, in order to
save tine, we probably didn’'t, but one of the things
that was on the agenda was the, as far as the overview
of the schedule. And | would just to like to go
through that briefly before we start getting into the
topics. | just want to put this slide, this is the
fourth workshop that we have had as far as the
anal ysis, so it has been over the approximtely two

years since we had our first kickoff workshop, in the
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process. Just so everybody is on the sane schedul e
here. W are, basically today we are having our
wor kshop. OCh, | amsorry, sorry.

M5. NADER: Excuse ne, | am havi ng equi pnment
troubl e here.

(Pause.)

MR. BERRI NGER: Publ i c workshop today to
address the comments received on the ANOCPR W
receive, we are |looking to receive comments February
2nd of 1999, again, pertaining to this workshop and the
coments to the Suppl enental Advance Noti ce.

We are | ooking at, if everything goes
appropriately and M ke Rivest wll tal k about
manuf acturing inpact later this afternoon, starting,
start sone prelimnary work in February tine frane.

That will coincide with sone of the consuner survey
information that will be discussed al so today.

We are | ooking, in Novenber of ‘99,
publ i shing the Notice of Proposed Rul emaki ng and then
hol ding a public hearing in Decenber of ‘99 and publish
the final rule, we are | ooking at Septenber of 2000.

And | have already introduced sone of the, |
amteam | eader, Qonnie Laughlin is also on the team
Gene Margolis, we also have. A D. Littleis a lead on

engi neering and manufacturing. Reverse engi neering and
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LB&L is lead on the LCC, and National Benefits

Anal ysis, which we will be going over this afternoon.
And we have ENRI L/ Quantum which is doing our consuner
research for us.

And as, to the slides we have already gone
t hrough, the slides we have, and address the comments
pertaining to the Suppl enmental Notice.

So, | think we have can go and get into
di scuss as far as the topics and | guess the first one
we woul d start off would be product class.

One of the, as addressed, one of the comments
to the Advance Notice, the Suppl enmental Advance Notice
of Proposed Rul emaki ng, Dan Qoprah was the product class
and changi ng the product class to two cubic feet for
the conpact. Is there, does anybody have any further
di scussion on the product class on the conpact,
pertaining to the conpact? Yes?

MR. NEAL: All right. My nane is Chad Neal
from Staber Industries. W have a concern about
raising the upper Iimt of 2.0 cubic feet. W have a
uni que top |load and tunbler action washer that is 1.93
cubic feet. And --

M5. NADER: May | ask you to speak a little
| ouder, pl ease?

MR NEAL: Yes, we hold, excuse nme, we hold
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t he sane anount at |east or nore than a regul ar washer
at our tub capacity because of its unique top | oad and
tunbl er action design. W are just concerned about it
being raised to 2.0 and putting us into the conpact
class, when we are actually a standard washer. So, it
is just the issue of that upper limt of the tub
capacity.

MR. BERRI NGER. Does anybody el se have
coments pertaining to conpact class as far as either
opposed or for or against changing the product class?

MR. VEEI NGARTNER: Rol and Wi ngartner, Mele
Appliances. | just think that this conpact class is
subj ective at the very least. And right nowif you
change that up to two, you are going to knock out many
of the European washers, because of the horizontal
| oadi ng, they are generally smaller druns, although
they can do nore | aundry because you can fill themto
the top, which you cannot do in a vertical axis. So, |
think, if you nake, if you force it up to two, you are
going to force us to market a machine that for years
has been marketed as a standard, because of the | oad
size. Now you are going to force it to conmpact class
for different marketing. And also with the average
| oad, the average wash | oad bei ng between seven and

ei ght pounds, generally, there is really no need to
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change the conpact class up to two.

MR. BERRI NGER Al an?

MR. KESSLER: Bryan, we are not opposed to the
increase in size of the conpact washers up to two.
However, we think that the Departnent ought to al so
| ook at maybe creating a super capacity or a |larger
capacity above the standard size, starting say at 2.9
to 3.2 to create differentiation, because there is a
| ot of confusion in the marketplace presently on what
si ze washers really are, when you get into the |arger
Si zes.

We want to al so make sure that we maintain
the differentiation between what we characterize as
vertical axis and horizontal axis machi nes as opposed
to top | oading versus front | oading. There is distinct
t echnol ogi cal differences between the nachines
regardl ess of where they are | oaded.

MR. BERRI NGCER: Ckay. Thank you.

M5. NADER: Yes?

MR. STEVENS: Charlie Stevens, O egon Energy
Ofice.

Could I get sonmebody here in the roomto
explain to everybody else, at least to ne, what the
rational e for the change is?

MR. BERRI NGER: W had basically a coment, it
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was fromWirlpool, it is dealing with the capacity
that it nmay elimnate a product class, if maybe, with a
particular, or a particular group, it may be a niche
produce or a small product by, with the test procedures
not being able to, ny understanding, to reach the

m ni mum ef fici ency standards, when it is categorized at
a low. And maybe Di ck Best from Wiirl pool nay be able
to el aborate on the issue.

MR. BEST: Is this on?

MR, BERRI NGER: Yes.

MR. BEST: Yes, just a conment on the
rational e behind this. Traditionally the conpact class
in the last rul emaki ngs was set at 1.6 cubic feet. And
the definition was really based on what the industry
was producing during that, during those periods of
time. And there were nmultiple manufacturers of what
was ternmed conpact washers. But, since that tinme, the
mar ket has changed and not all producers remained in
that niche narket. And at the sane tine, Wirl pool
becane a supplier, even to sone of the other industry
menbers of these products, and it just was not
economcally feasible to continue with the style of
conpact. At that time it was replaced with one that is
slightly larger, the two cubic feet nodel. And that,

and we do supply that to other nenbers in the industry
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today as well. So, it is, we are nostly a sole source
onit. There are still small nunber of the 1.6 cubic
feet nodels built, but they are built into, again,

uni que products such as washer/dryer conbination units.
And this whole total market, if you threw all of them
t oget her of these vertical axis, what is basically
conpacts, is about one percent of the total nmarket.

But, even today, those two cubic foot are
classified as full size washing machines, but if they
went to a higher efficiency standard, the practicality
of converting that small product |ine and addi ng costs
woul d basically elimnate that out of the market and
take that away from consuners. And they do have uni que
utility as we have pointed out in many of our comments,
many of them are used as portables. Sone conme with
casters. They are a low in product for speciality
purposes. And that was the whol e rationale.

The fact that there are also H Axis machi nes
that would fall in that category, | think we recognize
that that m ght be an issue fromthe marketing side but
there are probably other solutions to that. The term
conpact, as it is used today, maybe that needs to be
considered, if that is the right term But, certainly
the utility issues are there.

M5. NADER: Does that answer the question?
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Good.

Yes?

MR, NEAL: May | make a conment? Brian
Neal , just a consuner. Wy can’t we just put them al
in one class and | ook at the efficiencies ourselves and
not have different classes?

MR. BERRINGER: That is the next step,
think, that Earl brought up as far as port of access.
That is one of the comments that we received in the
notice, is to a have single class. So, maybe at this
poi nt, we can, we had a nunber of comments talking
about that.

MR. JONES: Well, I amnot sure | understood
what the gentleman’s comment was, whether he was
addressing the issue of port of access as it relates to
standard machi nes or whether he was addressing the
conpact or the increase of the size of the conpact.

So, maybe he can clarify that and naybe --

MR. BERRINGER: | amsorry, could you clarify,
sir? Wre you referring nmainly to only to the conpact
versus the standard or are you saying --

MR. NEAL: No, what | amsaying is as a
consuner if I want to conpare machi nes, why shoul d |
have to |l ook at different lists, put all the machines

down, if | want to wash cl othes, see what the
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efficiencies are, whether it is horizontal, vertical,
whether it is 1.6 or 2, just let ne see and nmake ny own
deci si on.

MR. BERRI NGER So, you are sayi ng one cl ass
regardl ess of size or port of access, just one standard
class, just close washers generically.

MR, NEAL: Yes.

M5. NADER: Yes?

MR. NADEL: Just getting back to the previous

I Ssues.

MR. BERRINGER: This is Steve Nadel ?

MR. NADEL: Steve Nadel, of ACEEE, of the
conpact class. | was just curious if the people from

Wi rl pool, Staber and Mele, could maybe comment, is

t here sone val ue between 1.6 and 2.0. That m ght work

for everyone. | nean, | don’t know, | heard Staber
there, theirs is 1.93. So, | would guess a 1.9

di stinction would work. | don’t know whether that
woul d work for Whirlpool, likewise Mele. 1Is there

sone in-between val ue?

MR. MARSOLLEK: This is M chael Marsollek with
Bosch G oup.

First, a cooment on your remark there, for
us, 1.9 would not work. But, | also wanted to conment

on that it is, | think it is dangerous to just work
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cubic feet load sizes. Also for the coment that M.
Wei ngartner fromMele before, that the capacity of

hori zontal axis machine in terns of |oad size, is quite
di fferent when you put that in relation to the actual
cubic feet of the size of the drum drum because |ike
al, | just grab a nunber 2.0 cubic feet, horizontal
axi s washer, can hold probably the sane anount of

| aundry and again, | amjust taking a nunber here, as a
3.2 cubic feet top | oader or even nore laundry. So,
fromthe consumer side, | think it is much nore
interesting to |l ook at the actual |oad capacity. How
much laundry actually can be washed, reasonably washed
in that machi ne as opposed to just neasuring the

physi cal size of a tub, not taking into consideration

t he actual way the machine works. Thank you.

M5. NADER: Thank you.

The gentl eman at the m ke.

MR. VEEI NGARTNER: Rol and Wi ngartner, Mele
Appliances. | think we may be mxing a little bit
appl es and oranges, too. W are speaking about here
selling froma marketing point. Al of our machi nes
even though they are under two, | would say nore than
95 percent of themalready reach or exceed the limts
for standard machi nes, even though they are conpacts,

hori zontal axis, | am speaking about.
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But, what | see happeni ng and perhaps Bosch
and Staber is, we have sonebody cone in and out, since
we are a conpact, they market their nmachine as the nost
efficient standard size machine, when in reality our
conpacts are nore efficient than their standard
machines. So, we are mxing two different issues here,
trying to nmake one answer out of them So, you have
got to separate, are we tal king about pure energy or
are we tal king about marketing al so?

M5. NADER: Thank you. Yes?

MR. NEAL: Chad Neal from Staber Industries.
| think the thing that we have to consider here is
usabl e tub vol une, because everybody throws out a
nunber |ike 3.4 cubic feet and 2.0 cubic feet, but
there is a difference in cubic feet of the entire tub
and then usable tub volune. That is the thing that
needs to be considered. Maybe you take the entire tub
capacity and subtract out the volune of water and the
vol une of the agitator and then you wll come up with a
nunber that is nore accurate, not totally accurate, but
nmore accurate than just a tub vol une.

M5. NADER: Thank you. Anyone else on this
t opi c?

MR. BEST: One nore comment fromthe Whirl pool

Cor por ati on.

EXECUTI VE COURT REPORTERS, | NC.
(301) 565- 0064



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

30
M5. NADER: Say your nane, please.

MR. BEST: Richard Best, Wirl pool
Cor por ati on.

M5. NADER: Thank you.

MR. BEST: Qur comrents and all this really
are not intended to address the marketing issues as
br ought up here. | think the whole intent is that
there is a small vertical axis |ow end product |ine
that serves a speciality market here in North Anmerica.
And that to put a high efficiency or high investnent
challenge to this product, would basically elimnate it
fromthe market. \Wich as part of the rul emaki ng says
this is not the intent of the rulemaking is to
elimnate unique utility out of the market.

| agree there are probably sone issues
related to the size and where people fall and how t hey
m ght | abel their products. And even in the capacity
measurenents as to how you m ght nmeasure. But, | think
we stand on our coments that 2.0 is the request. It
is based on the product as it exists today. And the
sane |logic goes along if you are going to make it 1.7
or 1.8, you have to retool the product for a smal
niche market, it is probably going to disappear. So,
thi nk our coments are, maybe there needs to be sone

further discussion outside of this neeting as to
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possi bl e solutions to this conflicting issue here. And
it is a mxed issue, but I think our 2.0 is the nunber
t hat we woul d support.

M5. NADER: Thank you. Sir, sir?

MR, NEAL: Tom Neal , with Staber
| ndustri es.

As a user of a washing nmachine, you ask a
housewi fe to use the washing machine or even, | use
one, too, don't usually think of doing two cubic feet
of laundry or 12 pounds of laundry. | usually think of
doing ny laundry in loads. | did two | oads today or
three loads. And if you | ook at the statistics on
| oads, the |oads are down around seven pounds. Qur
smal | machine at Staber’s, relatively small machi ne,
wll do the full range of | oads that were nentioned in
the Burns Study. And it confortably does the standard
| oad that the average housewi fe that is doing |aundry
uses. And | think maybe we should be thinking in terns
of | oads of |aundry, standard |oad of |aundry rather
than the cubic feet or the pounds.

M5. NADER: Thank you. Anyone el se?

Fine. And staff, do you have what you need
on the -- Ch, | see one nore.

MR. JONES: On what? Do you have what you

need on what ?
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M5. NADER: On the topic of product class.

MR, JONES: No, | thought we were just

exhausting the issue of size of conpact versus

st andar d.

M5. NADER: Size. Al right. Thank you.

MR. JONES: There are still other issues to be
addr essed.

MR. BERRI NGER: Ckay.

M5. NADER: Thank you.

MR. STEVENS:. Charlie Stevens, O egon Energy
Ofice.

Has the Departnent ever considered in the
past setting the standard for these products |ike they
set it for refrigerators? Wth a fornmula that adjusts
the maxi mum al l owability use to, in this case the
vol une?

MR. BERRI NGER: | guess we have not consi dered
that. | guess that maybe a possibility. | amnot sure
what the l|ikelihood of that is.

MR. STEVENS: It is one, | nean, it seens to
me that Whirlpool is not just sort of suggseting that a
second cl ass needs to be established at a certain
benchmark, but that a separate standard woul d
ultimately have to, | nean, the goal there is to set a

separate standard for that class. And fromthe sound
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of it, it would have to be a | ower efficiency standard
to accommodat e the product that is made today w thout
substantial changes. And sonetines a sliding scale can
work to accommodate that sort of thing. | don’t know,
| have never tried to do it, so | don’t how
successfully you could be. But, | mght suggest that
t he Departnent give that some thought if there is sone
tendency toward a single class.

MR. BERRI NGCER: Ckay. Thank you.

M5. NADER: Thank you.

MR. JONES: Earl Jones here, G E

Actual ly this discussion that we have j ust
had is a very good lead in to the whole, to the other
part of the product class discussion. And that, of
course, is the nore basic one of whether or not the
Department is heading in the right direction inits
proposal or its suggestion, whatever you want to
characterize it as. To elimnate any product class
based on the access of rotation. And of course, we at
G E. believe that that would be a mstake. And this
continues to be an issue that requires a great deal
nmore anal ysis than the Departnment has done up to this
point intime. It is alittle like the cart before the
horse, focusing first on the question of consuner

utility, we have got, you have got a workshop schedul ed
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for later today, get, even though you haven't pulled
that data together yet, even though the record is quite
conflicted on this question, you have nade quite clear
your intention to proceed. That | think is going to be
a significant roadblock to progress in this rul emaking.
And | think you need to recognize that fact. And let’s
just prepare for it.

The di scussion we just had, as | said, is a
good predicate for this discussion, because here we
are, now with the last discussion from Oregon
suggesting that a | ower efficiency mght be appropriate
for an upside conpact washer. \When based on the
coment we just heard fromthe people who build those
machi nes, those are apparently nore efficient than
ot her machines. |[|f the Departnent is pronoting
efficiency, what exactly is your goal? It seens to ne
that that the whol e question of how you determ ne these
product classes needs to focus on what guidance is
bei ng provided to consuners. The gentleman’ s question
back there, | think was an interesting one. Because
there is substantial potential for deception of
consuners an actual value they are receiving. And
performance, both in terns of the energy efficiency,
and operating costs if these classes are nerged.

You want to pronote efficiency? | say do it

EXECUTI VE COURT REPORTERS, | NC.
(301) 565- 0064



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

35

in a rational way that preserves the ability of
consuners to nake an appropriate choice and al so
preserves their ability to access utilities and
functionalilties that they have determned in the

mar ket to be critical. Not as the basis of sone

rul emaki ng, not on the basis of sonme people sitting in
a room sonmewhere, you know, defining what the answer
shoul d be. But, based upon what the narket has
commanded. It is rational, at least in this respect,
t hat peopl e buy products they want. And for this
process to |l ead to one which takes products away from
them makes it is invalid. And also, opens it up to
chal | enge.

So, let’s just understand that this still, it
is a substantial issue. It requires a lot nore data
than is in the record. W look forward to working with
the Departnent on that and neet with the rest of the
parties at this table. But, it is still a substanti al
gquestion that needs to be resol ved.

MR. BERRI NGER: Thank you.

M5. NADER: Thank you. Sounds like G E. has
additional data to offer and I know they w ||
appreciate it.

MR. BERRI NGCER: Ckay. At that, should we

nove onto the next topic? Does that pretty much
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address the product class?

Phi | Mant hei ?

MR. MANTHEI : Phil Manthei, fromthe Lyons
Laundry.

Regardi ng the issue on front |oading, top
| oading, is the Departnment going to go out and ask
consuners their preference?

MR. BERRINGER That is part of the
information we are looking at. The utility issue that
we are | ooking to get out of the consunmer survey. And
that is also, again, we can discuss further in the
wor ki ng group, what we, we have not, we are just in the
first stages, the first phases of putting together the
consuner anal ysis, consuner focus groups and so forth.

M5. NADER: Ckay. Are we ready to nove on?

Water and sewer rates.

MR. BERRINGER Again, this is going to be
presented | ater, so there maybe even further discussion
on the sewer and water rates. | think the topic on the
agenda was tal king about the, tal king specific about
hi storical trends and information there and may
el abor at e.

We can tal k about that later this afternoon
and get into nore detail. Does anybody have specific

comrents on this as far as the data that was coll ected?
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MR SCHEEDE: d enn Scheede. Just at

guestion, how are you going to get into the issues this
afternoon of how the data were recollected, in detail,
so that we can tell whether the data are
representative, valid and reliable. WII| those data,

wi Il those issues be addressed in detail this
afternoon? |If they wll, fine.

MR. BERRI NGER: Yes, they wll.

M5. NADER: Thank you. O her questions?

MR. MARTIN: M chael Martin. | would rather
wait until this afternoon when we have this background
to discuss these matters.

MR. BERRI NGCER: Ckay. That will be fine.

There was very little interest on
elasticities, | know. That is sonething else that we
are trying to again take out of the consuner survey
information. W are trying to get sone elasticity
values. So, again that will be. 1Is there, does
anybody el se have a specific conmment on the
el asticities, cost elasticities?

Ckay, again, we wll get into that alittle
bit this afternoon.

Shi pnents, | know there was a | ot of interest
as far as the topic of shipnents. And | know that is

a, you know, fromthe standpoint of the analysis, the
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Departnent is looking to try to get sonme nore

i nformati on on shipnments. Basically, have information
on the EF, with the new standards in place, there is
very little information on MES. So, that is sonething
that the Departnment has proposed. |If there is
additional data that can be given to us on that
particular topic, so we can do a nore thorough
analysis. Is there --

M5. NADER: | saw a nunber of hands go up
earlier. Wre those questions or comments? Let’s hear
fromyou.

MR, JONES: Well, Earl Jones here again, GE

When you say you are going to go into
shi pnments, what exactly is enconpassed in that, Bryan?
| nmean, this afternoon, is that what, wll there be
sone presentation on that?

MR. BERRI NGER: Yes, this afternoon Law ence
Ber kel ey Laboratory was going to tal k about shipnents.
| think it is nore or less the historical trends and
projections, is that correct? | am/looking for Jinf

MR, MCMAHON: That is right.

Earl, there is a handout in the package this
nmorning, if you would Iike to get a preview.

(Pause.)

MR, JONES: So, do you, Jim in this
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presentation get into the issue of shipnents by any
particul ar configuration, product configuration or is
this just gross shipnments, in particular channel s?

MR. MCMAHON: G oss shipnments. This is not by
configuration.

MR. JONES: Ckay. So, Bryan, can we have
sone discussion then on the, | guess it would be the
information that is set forth on page 48 of the ARPR
on the projected sales of horizontal axis washers
t hrough the year 2030. \Whoever is the, whoever
produced that data, can we have sone expl anation or
di scussion of that? And | guess ny questionis, is
this a statenent of aspiration or is it based on sone
data which says that this is the trend over X period of
tinme and i ndeed we are projecting based on sales or
what is it?

MR. BERRI NGER: Are you tal king specifically
about the projections of the H Axis?

MR. JONES: Correct, in the m ddl e paragraph
on page 48.

MR. BERRINGER: Yes, | think the .5, is that
what you are |looking at, at the .5 percent?

MR JONES: VYes.

MR. BERRI NGER: I ncrease per year. | think

that is just a, yeah, we are looking, if you have
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specific comments on that, whether that is high, |ow

MR. JONES: | have a specific question of
where it came from

MR. BERRI NGER: Ckay.

MR. JONES: And what role is it playing in
this rulemaking? Howis it entering into the
Departnent’s anal ysis of this rul emaki ng?

MR. MCMAHON: This is JimMMhon from
Lawr ence Beckl ey National Lab.

Earl, that was an initial projection based
upon di scussions wth a nunber of people involved in
prograns pronoting horizontal axis machines. It was
put out there as a strawman for coment. W would be
happy to have further data about the current shares as
wel | as expectations about further shares.

MR. JONES: So, | take it this was their
aspirational goal and that indeed, there is no data to
support this statenent.

MR. MCMAHON: This was aspirational goal, | am
not sure exactly how you would find that.

MR, JONES: Well, okay, then maybe, |let ne put
it in English. | knowit won't be possibly in
statistical terms. Wiat | nean is this is a goal they
hope to achi eve based on maybe their plans, but indeed

that there is no data, which would say that current
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sales would yield this kind of projection.

MR. MCMAHON: | think that is accurate.
have not yet received --

MR. JONES: Ckay, thank you.

MR. MCMAHON: -- historical trend data about
sal es.

MR. JONES: So, then, Bryan, to get back to
t he question. So, where does this, how does this
information play into this rul emaking? Are you saying
that we have to challenge this or else it enters into
t he body of the rul emaking as an established fact?

MR. BERRINGER Well, | think we did have the
GRIMtraining session. It is taking into
consi deration, when you take the base case, when you
are | ooking at, you know, what out there as far as the
market. So, if you take that, this is being considered
in the analysis. So, if there is conflicting data or
if there is other suggestions, then --

MR JONES: So, how then does the success of
this product, which is, therefore, going to reduce the
goal that the rul emaking, | assune, needs to achieve,
how is that going to, howis that factoring into the
anal ysis, then? Yet, you are presunmably nove for
reduction in the stringency of the standards, isn't

correct?
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MR, BERRINGER | am not sure what you are

asking as far as --

MR JONES: Well, if market is taking care of
the problem is ny question.

MR. BERRINGER If it does, if it does, as
proj ect ed?

MR JONES: VYes.

MR. BERRI NGER. Then again, it would be
considered in the base -- | amsorry, go ahead,
M chael .

MR. RIVEST: Earl, | can --

M5. NADER: Nane, please.

MR. RIVEST: Mke Rivest, from ADL.

| can tell you howit is being used now |
can't really answer the neasurenent question. The way
it is being used now is energy savings in the future
are bei ng benchmarked agai nst this market penetration
of HAxis. So, the higher the market, the forecasted
mar ket penetration of the H Axis, the |ower the energy
savings to the nation of a rule. So, when those energy
savi ngs are wei ghed agai nst other factors, such as
manuf acturing inpact, for exanple. The energy savings
been less, there is less to weigh against. So, it does
cone into play in that sense.

| amnot sure that fully answers your
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guesti on.

MR. JONES: Yes, it does, thanks.

MR. RI VEST: Ckay.

M5. NADER: Next? Yes, sir?

MR. GOLDSTEI N: Dave Gol destein, NRDC

A follow up question, | think for Jim As |
was reading this section just now, it seenmed to ne that
H Axis wasn’t being used in a very rigorous sense. And
what you really neant was high efficiency. And you
weren't really trying to specify whether it was high
efficiency, horizontal, vertical, diagonal or sonme new
technology. |Is that correct?

MR. MCMAHON: Ji m McMahon from LBL

That is correct. Wat is inportant is what is
the distribution of efficiencies that will be sold in
t he base case, in the absence of standards? That is
what we need to know.

MR. GOLDSTEIN: So, those percentages refer to
hi gh efficiency washers with a certain MEF

MR. MCMAHON: That is correct.

MR. GOLDSTEI N: Thank you.

M5. NADER: Ckay. Gentl eman from Edi son
El ectric.

MR ROSENSTOCK: Steve Rosenstock, Edison

El ectric Institute.
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Just as another, in the technical support
docunent in Chapter 3, it tal ks about first quarter ‘98
washer shi pnents by access.

M5. NADER: May | ask you to speak up a
little, please?

MR. ROSENSTOCK: Steve Rosenstock, EEI.

In the technical support docunent dated
Cctober 98, in Chapter 3, Table 3.3, washer shipnents
by access, first quarter 1998, the source of that, is
the revised draft report on consuner research for
cl ot hes washers, April *98. It said front
| oad/ hori zontal had 5.4 percent market share. | guess
that is a national figure. Oh, it says, okay, nay not
include all major retailers and therefore has a margin
of error. But, that, just as at |least one data, it is
showi ng that in there, FYI

MR. Bl ERVAYER: Peter Biermayer, LBNL.

That nunber is froma conpany called, a
mar keti ng conpany called Intellect. They surveyed, |
believe, a large nunber, | don't know the exact figure,
of retailers. | believe that doesn’'t include Crcuit
City or Sears.

MR. ROSENSTOCK: St eve Rosenst ock.

As a followup, but was it a national as

opposed to a regional survey?
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Bl ERVAYER: Yes, it was a national survey.
ROSENSTOCK:  Ckay.

NADER: At the m ke?

2 » 3 B

CGREGG Tony Gregg, City of Austin.

| have a comment nore on the base case
scenario. It seens |ike the base case is penalizing
the efforts of those in the industry who are, outside
of the industry actually, in the utility field, who are
pronoting the H Axis machines. It is not a given that
utilities will pronote H Axis machines indefinitely. |
t hi nk nost of us are hoping that there will be a
standard earlier rather than later. So, we can invest
our noney in other things. So, if .5 percent is the,
if it is a good nunber or bad nunber, whatever that
nunber is, | think we should, there should be a
reduction in that nunber based on the effectiveness of
the rebate prograns that are being pronoted by
utilities, so that the standard is not assum ng that
those progranms will continue. Because | don’t think
they will continue indefinitely. The cost of themis
high. And so, anyway, | think the forecasting has to
recogni ze that and nmake sone allowance for it. Thank
you.

M5. NADER: Thank you.

MR. SCHEEDE: d en Scheede, agai n.

EXECUTI VE COURT REPORTERS, | NC.
(301) 565- 0064



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

46

Just a mnute ago we had an exanpl e of using
data that cones from sone place, the organization has
an inpressive nane, Intellect, but it tells us nothing
about the quality of the data. | think DOE needs to
start getting sone discipline in this process. And if
data are cited fromsone source, details of the manner
in which that data were collected, whether it is really
representative, are needed. Just saying it is a
nati onal survey, tells us absolutely nothing about the
quality of the data. And that is a general problem

M5. NADER: Thank you.

Yes, sir?

MR. GOLDSTEI N: David Col dstein, NRDC

| think this is mscharacterizing the problem
alittle bit. There are no data concerning the future.
There is data concerning the present or the past. And
the future is projections which have different
nmet hodol ogi es and di fferent assunptions behind them

| think the broader point that is consistent
with what M. Scheede said and a nunber of other
comments, including the gentleman from Austin, is that
we don’t know what the base case. There is uncertainty
in the base case and that uncertainty ought to be
nodel ed explicitly because it has different

consequences than any certain outconme. In other words,

EXECUTI VE COURT REPORTERS, | NC.
(301) 565- 0064



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

47

i f manufacturers know that the penetration of high
efficiency washers is going to be 15 percent in the
Year 2005, they can nake investnents based on that, and
be sure of getting a return. |If they know that it
m ght be zero and it mght be 100 or it m ght be
anywhere in-between, there is a great possibility for
stranded costs, or for not being able to neet consuner
demands and having inpacts in the other way. And those
are manufacturer inpacts of the base case, and they
need to be anal yzed.

M5. NADER: Thank you. d enn?

MR. SCHEEDE: d enn Scheede, again.

| thought the data we are tal king about
related to the first quarter of ‘98, and it was, in
fact, historical data that LBNL was referring to. And
if so, I think they have a responsibility, that DOE has
a responsibility to explain in detail where that data
cane from If, in fact, as the gentleman from NRDC
said, it is a forecast, then let’s find out what the
met hodol ogy is for the forecast and provide that in
detail. But, perhaps LBNL coul d expl ain sonething
about the specific piece of data that was used.

M5. NADER: Thank you. Yes?

MR. NADEL: Steve Nadel, ACEEE

| had anot her question, | guess is probably
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for LBNL. In the nodel used, is that nodel basically
set up so that it needs kind of a straight line
projection or is it able to deal with differing
projections? | nean, it has cone out here that it is
likely and | have heard simlar data from ot her
sources, the market share in 1998 is going to be
greater than the three percent you assuned. On the
ot her hand, | suspect that, you know, your |ong figure
maybe reasonable. Can you deal with other shapes of
t he saturation curve?

MR. MCMAHON: Ji m McMahon from LBNL

The nodel is flexible. W can deal with any
projection that you would I|iKke.

And with regards to M. Scheede’ s questi on,
Intellect is a firmthat does market research.
understand that they sell this information to a nunber
of private entities. And in our search for whatever
data we could find that is used by other people and
viewed as credible by other entities in the industry,
we use them as one source of information. W would be
happy to give you nore information about the conpany
and about their nethodol ogi es.

M5. NADER: Thank you.

MR. BERRINGER And if you have, anybody has

any better information or additional information, you
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know, we definitely would want to do that. W are
doi ng, research for the best information that we can
find, that is avail able.

M5. NADER: Thank you.

Anybody el se on this subject?

Ckay. We are over at alternative
st andards scenari os.

MR. BERRINGER Are were ready to tackle that
one now?

Qovi ously, we have, this is one of the major
things as far as the rulemaking is concerned, as far as
the scenarios. Again, these are the exanples. These
are in no way where the Departnent has said this is
what we are going to do, this is a starting point for
di scussion. And to give an exanple, there has been
di scussions as far as a single phase standard in a
short anmpunt of tine, you know, three years. O a two
phase, a stretch vertical in three years, followed by
five years of a higher efficiency standard | evels.

So, sone of the prelimnary anal ysis does,
when going through it, justify sonme of this. O
course, we are not finished through the analysis. W
still have, in NOPR study we still have to do our
manuf acturing inpact, a nunber of other things. And we

will rerun that, rerun the analysis al so, based on new
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i nformation.

So, at this point does anybody have any
concerns, recommendations or ideas as far as a
proposal, as far as standard |levels or efficiency
| evels for the clothes washers? | think we -- No. You
are going to let the Departnent choose. Ckay.

M5. NADER: Yes, David.

MR. GOLDSTEI N: David Col dstein, NRDC

It is very hard for us as a stakeholder to
make any recommendation on these alternatives, because
we can’t connect themto anything in the real world.
That is there are nunber of products that currently are
at the types of levels that | think you are considering
in the ANOPR  And dependi ng on what the actual MEFs of
those nodels are, will influence our judgenent and I
presune the judgenent of a |ot of other stakehol ders as
to whether the | evels make sense. So, it seens to ne
that a research that is extrenely inportant, is to
gat her MEFs of existing product on the marketpl ace, at
relatively high efficiencies and publish those, so that
we can see what, how the existing products match up
with potential standard |evels. That allows everybody
to make sone estimate of how hard of a job is it to
redesign to this level, and what woul d the inpacts of

doing it be.
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MR. BERRI NGER Yes, the Departnent has done

sonme MEF testing, but we didn't divulge specifically,

it isinthe TSD, the information, what particular
nodel s or manufacturers those represented. But, we did
take top selling machines and test themand to get sone
VEF dat a.

MR. GOLDSTEIN: But, we can’t comrent
intelligently on it until we share the data. | nean,
this is not priority information. Anyone wth enough
nmoney can go out and buy a nodel and test it, and they
have the MEF, but it is kind of a silly and burdensone
way to have each stakeholder that is interested do
t hat, when you could have one answer, so the
manuf acturers could submt it thenselves. | don't
really, it doesn’t concern ne who is vouching for the
accuracy, as long as it is sone trusted source that
says here is what the nunber is.

MR. BERRI NGER Terry?

MR. THI ELE: Terry Thiele with Frigidaire.

| would Ii ke to ask the Departnment a
question, which is what’s the Departnent purpose is in
proposing at this stage in the process these different
final rule outcome scenarios? In other words, what are
you attenpting to achieve by throwing these out? G ven

the fact that we don’t have the analysis done to
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justify any particular conbination at the nonent.

MR. BERRI NGER: Well, we have sone prelimnary
analysis, as far as the LCC and the NES, as far as --
And based on what information was submtted. Again,
these are starting points for discussion. The
informati on may change but we are trying to see if we
can reach a level that is agreeable by all the
st akehol der s.

MR. THI ELE: The observation | woul d nmake
t hough, is that the ultimte outconme of the rul emaking,
whet her you have one phase or two phases, two different
standards at different tines, or sinply a single
standard, will in large part be dictated by your
subgroup analysis. And that to make sone sort of macro
cut at this before you have undertaken that sort of
subgroup analysis, nmay tend to distort the rul emaking
process in a way that maybe you didn't intend. But,
may not, may cause us to have to go back and redo a | ot
of work, because the doubles in the detail. And the
earlier conversation on product classes, between
conpact and standard, | think is instructive in the
consequences for subgroups of manufacturers of those
macro decisions, are going to ultinately dictate where
your econom c feasibility conmes out.

So, ny thought to the Departnment mght be if
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you are | ooking for a strawran scenario, or a group of
scenarios to sort of bound your discussion, it mght be
nmore useful to take a | ow, m ddle, high approach and
throw out a set of scenarios that maybe | ess bounded by
your current work to date, as much as giving sort of
extrene exanpl es of what m ght happen. So, that you
can then differentiate anong them from a phil osophi cal
standpoint. And then allow your subgroup analysis to
fill in the detail later on. Because | amjust afraid
that you are al nost prejudging this absence your

subgr oup anal ysi s.

M5. NADER: Thank you. O her comments? Yes?

MR. MARTIN. M chael Martin, California Energy
Comm ssi on.

| think |I understand the situation about MEF
but et me state what | think and you can correct ne.

This is defined in a test nethod which is not
yet being applied, but has been published and approved,
is that correct?

MR. BERRINGER: That is correct. And the test
procedure, looking that MEF, will not go into effect
until new standards take place. So, there is
information on the market as far as EF, but as far as
MEF and particular nodels. There is no public

informati on on that.
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MR MARTIN: | see. Now, but DCE has done

sone testing or paid for sone testing.

MR. BERRI NGER: W have done a |imted nunber
of tests.

MR. MARTIN. On what basis are you not
identifying what the nodels that you have, that you
have tested? Is it a confidential thing that m ght be?

MR. BERRINGER: At this point it is
confidential thing that we didn’'t want to divul ge the
manuf acturers. W were doing this nore for background
information for ourselves to sort of get what David
ol dstein wants. The thing is, is we started to | ook
at it and we took hot selling nodels, that are on the
mar ket. Wien do you stop testing the nodels? Do we
test every single nodel that is on the market, is the
other problemas far as trying to -- And there is an
issue as far as confidentiality for information. So,
but that could be sonething that could be resol ved or
di scussed.

MR MARTIN: | find it very, very difficult to
understand why testing a nodel on the market, using a
publi shed test nmethod, could in any way be
confidential. And | kind of wonder if | was to try
this on DCE, whether your attorneys would tell ne that

couldn’t be done.
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The other question | would like to say, is if
we, at the Energy Comm ssion, were to have a survey as
to what is available, and we do have a database. It
has sonme colums input MEF in. And we were to get this
information fromyou, would you insist that we didn't
divulge it to anybody?

MR. BERRINGER No, if you were nmaking public
information to that, | nmean, at this point, we just
felt --

MR. MARTIN: So, you could give it to us and
we could publish it and get you out of this pickle
t hen?

MR. BERRI NGER. That woul d be sonet hi ng that
we woul d have to discuss with General Counsel, if we
woul d rel ease that information

MR. MARTIN: May | on the record, on behal f of
the California Energy Comm ssion, request that
information fromyou in order that the database may be
nore useful to people?

NADER: So not ed.
MARTI N: Thank you.

NADER: Gentl enman at the m ke.

2 5 3 D

POPE: H, Ted Pope with the Pacific Gas
and El ectric.

Just our position is we are anxious to see a
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good aggressive standard that is economcally
justified, sooner than later. W have been spendi ng
nmoney on this, in this area since 1991, ‘92, you know,
and originally we had the expectation there would be a
standard taking effect in probably about this year, |
guess, nmaybe next year. And | guess our concern is
that things continue to look as if they are going to be
dragged out with these increnental steps. And so, not
yet having been convinced that it is, is solid
justification for going a two phase step, we are at
this time interested in seeing an aggressive step
t aken, you know, right clean, whether it is 40 or 45 or
50 percent. | agree with sone of the speakers here,
that | amnot real clear yet what the answer is and we
| ook forward to getting nore data there.

M5. NADER: Thank you. Yes?

MR. ROSENSTOCK: Anot her general coment, |
know we wi Il get nore specific this afternoon.

M5. NADER: Nane, please.

MR. ROSENSTOCK: Steve Rosenstock, Edison
Electric Institute.

Anot her general comrent about the
suppl enmental ANOCPR i s, as going through it and al so
goi ng through the technical support docunent, when

| ooking at, through this on the energy rates for both
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electricity and natural gas. It appears that the ful
rate rather than the marginal or even fixed cost for
not taking it out, out of the ranges. So, as a result
t he payback shown, as well as sone of the life cycle
cost analyses are on the optimstic side. And | wll
get nore into that later. But, | am saying when you
are doing it over again, | do think that where possible
as approved by the industry advisory commttee, that to
use ideally, which is the last step, to get the
mar gi nal energy rates to be used, or in the interim
for the interimanalysis, taking out the fixed cost at
a mninmmis really necessary to get the better ranges
of values. And | will talk nore about that this
afternoon. But, since you were |ooking for general
comments, | just wanted to throw that out there.

M5. NADER: Thank you.

MR. ROSENSTOCK: Thank you.

MR. BERRI NGER. And as you know we are
pursui ng margi nal energy rates. And that is part of
t he discussion this afternoon. And also in March, we
al so did present results for both the fixed, with or
wi thout fixed cost in that March wor kshop.

MR. ROSENSTOCK: But, but -- Steven

Rosenst ock, but in the ANOPR in the Federal Reqister,

you did not take out the fixed costs.
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MR. BERRINGER That is --

MR, ROSENSTOCK: So, that is why | wanted to
rai se that issue.

MR. BERRI NGER: Thank you.

M5. NADER: Thank you.

St eve?

MR. NADEL: | wanted to ask DOE two questions
and then | can get sone opinions on this issue of
general direction, or in particular exact nunbers.

The first question, if |I am understood
correctly, Bryan, that you have done sone testing of
MEF of sone units. You don’'t want to identify what
test results go wwth what units. Can you at |east say
what test results you have gotten, Unit A Unit B,

i gnoring what products they are.

MR BERRI NGER: That information should be in

t he TSD.

MR. NADEL: Ckay.

M5. NADER: Thank you.

MR. NADEL: Ckay. Il will look for it in
t here.

MR. BERRINGER It is avail able.

M5. NADER: Yes, sir, please step to the
m ke.

VR, MODTLAND: Dave Modtl and, Frigidaire
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Honme Products.

The information that is presented in the TSD,
on the MEF equations, it is difficult to tell since the
nodel s are not identified, but | guess to ne that data
| ooks suspect at this time. And as we have had sone
di scussions in the past, with the facility that has
presented information. They have, thensel ves,
identified discrepancies in being able to repeatedly
obtain MEF nunbers for certain nodels. And so, there
is, | have got sonme questions, sone of those val ues
that exist in the TSD, at |least in ny m nd.

MR. BERRI NGCER: Okay. If | could just follow
up on that. Just, there is sone, we have seen sone
di screpancies, that information as far as the RMC, so
it does nmake a difference in some of those results.

And that is sonething we are further pursuing. So,
there are sonme possi ble changes in the nunbers that are
presented in that, in the TSD.

M5. NADER: Yes, sir?

MR. NEAL: Tom Neal, Staber Industries, again.
| don’t think we would have any difficulty sharing the
data on the MEFs or the EFs, but the problemthat we
see is that it is msleading to the consuners. It
tells you a fictitious nunber, that represents how much

energy they expect to save. Qur machine will probably,
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if it was truly rated, would be twice as efficient as
the EF would indicate, sinply because of the tub size
factor. | would rather see, | would rather go as a
consuner to an appliance store and ask them how nuch
water or energy it uses to do a |load of l|laundry rather
than get sone factor, getting hard data, and | have
done this, | have gone into several appliance stores
and asked them well, how nmuch water does this machine
use in a load and they don’t know.

M5. NADER: Thank you.

Yes, sir?

MR. STEVENS:. Charlie Stevens, O egon Energy
Ofice.

| just, | can point out just quickly that the
energy gui de | abel does have the energy use on it. So,
the EF is sinply for standard conpliance purposes.

But, what | am beginning to get here is that
if some of us want data on MEF perfornmance for various
machi nes, we mght as well start making plans to go get
it, ourselves, because the data that you have needs to
be adjusted, redone, sone of it anyway. So, even if
you | et us know what it was, it isn't exactly what we
woul d hope for anyway. |Is that right?

MR. BERRI NGER: There can be some errors in

t hat data, yes.
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MR JONES: Earl Jones here, GE

Conme on, Bryan, it is riddled with error. It
is inaccurate. | nmean, | don’'t think you should hold
back in this discussion to say that the data is
unreliable and therefore, the projections about what
machi nes even today are capable of performng at,
pardon the grammar, and therefore, can be the base on
whi ch we can build, the assunptions are sinply wong.
And the data will have to be retested in order for it
to have any credibility with the people who nmake the
machi nes. | mean, is there any doubt about that?

MR. BERRINGER: If the manufacturers are
willing to provide that, we can throw out this data
al together and then there won’t be any question as far
as what was done. That is really, would be the best
information. And then there wouldn’t be any question
as far as a testing facility.

And as you stated there is a, there is
sonething that we are trying to address, as you know
with the RMC, to nake sure that --

MR. JONES: Exactly. | just --

MR. BERRINGER: -- that is resolved.

MR. JONES: Wth the understandi ng that
sonmehow we can tweak it or sonething.

MR. BERRI NGER: No, we are not --
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M5. NADER: Thank you.
Yes?

MR MARTIN: M chael Martin.

How does the data that you got

conpare with what was given to you by the

manuf act urers?

in testing
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MR. BERRINGER W do not have any information

fromthe nmanufacturers on MEF at all.

MR. MARTIN: And you don’t have any from

anywhere el se?

MR. BERRI NGER: No. O her than what we

t est ed.

MR. MARTIN: Then you have the world' s best

data. And | challenge the manufacturers to make it

even better.
M5. NADER: Thank you.

Over here?

MR MONTUORG Lou Monturo with Anmana.

| guess ny question is that obviously this

is, the baseline data is controversi al .

plans to get, you are going to have to start with the

s there

baseline data to regul ate sone i nprovenent or we don’t

have a baseline, is there plans to get nore data, or

is

that what we are discussing now? O are you just going
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to take the nunbers that are admttedly have
di screpanci es and use those as a baseline?

MR. BERRI NGER: These, the data that we did as
far as testing has nothing to do with the baseline. W
were just trying to get our own idea. | nean, the
manuf acturers submtted the information on a baseline
unit. GCkay, we are just trying to as David Col dstein
had said, try to an idea of what machi nes m ght match
up with those efficiency levels that are in the
rul emeki ng. So, we were doing that nore for our
internal knowl edge. And it is not part of the baseline
or any of the analysis. This is like a side issue.

MR, MONTUORO But, isn’'t the proposal to --

MR. BERRI NGER W need you to use the m ke so
we can have you recorded.

MR, MONTUORO: Ckay. Isn’t the proposal to
regul ate the MEF nunber? Yes, no?

MR. RIVEST: Yes, but the cost data that was
provi ded, which is at the basis of the analysis, has
been provided by manufacturers according to their test
results. Not according to the test results by this
i ndependent | ab.

M5. NADER: Say your nane, please, for the
record.

MR R VEST: Mke Rivest of EDL.
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MR JONES: Well, Earl Jones here. And of

course, Mke, you are right about the cost data, but am
| not right and please correct nme if I amnot, that the
assunptions which underlie the strawman here, in the,
well, it is in the ANOPR as well, about where the
standard m ght end up. |Is that not based on sone

noti on of what the MEF performance, that we have today
m ght vyi el d?

MR. RIVEST: There is no reliance at all on
the data tested. It is all based on the data submtta
from-- nenbers

MR. JONES: Just on the cost verus the
efficiency?

MR. RIVEST: Right.

MR. BERRINGER: Right. And they have al so
seen results.

MR. RIVEST: -- the Departnment was trying to
do with this testing is to understand what, where the
market is currently as opposed to increnmental cost for
achi eving these | evels.

M5. NADER: Ckay. Yes, Steve?

MR. NADEL: | had a second question, which
relates to the three options you set forth as possible
strawen, if you will. Has the Departnent |ooked into

at all with legal counsel, the question of if they do a
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two tier standard, an initial tier, that takes effect
three year, whether the period between those two
standards has to be five years or whether there are
options to, because you are pronulgating themat the
sane tinme, the period could be narrowed?

MR, BERRINGER | wll look to Gene Margolis
to see if --

MR. MARGOLI S: W have not | ooked at whet her
the period can be less than five years.

MR. NADEL: | would suggest that if you do
want seriously consider that option, that is a very
i nportant issue, at l|least fromour opinion. The way we
see it, the schedul e keeps slipping, the |atest
schedul e you publish is, you hope to have a final rule
in Septenber, which is nmultiple nonths fromwhat you
just said a few weeks ago. That, therefore, if we did
a two tier standard, effectively the second tier
woul dn’t go into effect until 2009, assum ng you were
meet your schedule. And that seens nmuch too | ate,
t hi nk, basically, unless there are ways to narrow it
down, the schedule fromour point of view These
del ays that DCE have basically, in our opinion, ruled
out that two tiered option.

M5. NADER: Thank you.

| am concer ned about our time situation.
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There is a lot of work yet to be done in this area. M
guestion to you i s whether we have burning issues that
need to be covered right now? | see a couple of
peopl e, okay. Terry?

MR, THI ELE: Well, | guess ny question, Terry
Thiele, Frigidaire, nmy question is what the Departnent
expects to get out of the workshop. |If you want to
check the boxes on having covered so nmany topics,
W t hout necessarily getting a full discussion, then we
can nove on ahead. But, | suspect that a ot of the
participants here, that these are material issues that
if you want to bedding of the issue, we take the tine
to vent the issue.

| just want to follow up though, a question
to clarify. Did | understand ADL correctly to say that
the scenarios that were being proposed here as
strawnen, were based, were predicated upon manufacturer
data? That that was the source for those nunbers?

M5. NADER: Nane, please.

MR. RIVEST: M ke Rivest, for ADL.

What you said is sort of a broad statenent.
| am not sure | understand what you nean by scenari os,
so let me --

MR. THI ELE: Well, just to clarify. The three

scenari os that the Departnent of Energy has proposed as
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the final possible outcome of the rul emaking with
percentages for different tiers.

MR. RIVEST: My, that is just too general a
statenent to say that. Al | wanted to say was that
the data submttal, the cost data, and the energy
ef ficiency nunbers were based on the data subm tted by
manuf acturers. To generate the scenarios, there is a
whol e sl ew of assunptions that have nothing to do with
t he manufacturer data submttal

MR. THI ELE: Ckay. That was the
clarification | wanted. Thank you.

MR. BERRI NGER: Thank you.

M5. NADER: Thank you. | saw anot her hand
over here.

MR. NEAL: This is Chad Neal from Staber
| ndustries.

We are just |looking for a sinple solution to
an agreeabl e nunber for energy factors, so that the
consuner can go into a store and they want to how
energy efficient Washer A is verus Washer B, at doing a
standard | oad of laundry. And we are just |ooking for,
if the standard |load is seven pounds as you test,
sinply count the gallons of water, how nmuch energy it
is to heat that hot water, and how nmuch energy to

washer’s operating nmotor is using. And that is going
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to be a nunber for every single washer. How energy
efficient is it at doing an average test |oad? And

t hat woul d be the nost agreeabl e nunber that consuners
could rel ate everything equally.

M5. NADER: Ckay.

MR. JONES: Earl Jones.

The only problemw th the request for
sinplicity, is this is a regulatory proceeding. And
that is sonething of an oxy noron, | guess.

It maybe worth commenting that fortunately or
unfortunately, the way this is, these machines are
going to valued is based on a test procedure, which has
al ready have been determned. And that is a whole
different can of worms. And | don’t know whet her or
not you are going to get a |lot of support for going
back to that one. So, | just nention that factor here.

M5. NADER: Gentleman at the m ke?

MR. GREGG Tony Gegg, Gty of Austin.

| just want to bring up the issue of the
wat er factor analysis, | guess we are going to talk
about that nore later, but |I think that needs to be one
of the factors considered in part of the |abeling
requi renents, because consuners are nore in tune with
how many gall ons of water a nmachi ne uses than how many

kilowatts or whatever it uses. So, that needs to be
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part of the anal ysis.

Secondly, as far as the scenarios, certainly
we woul d support a nore stringent standard and earlier
date rather than drawing it out for eight nore years,
when we are nmany years pass when the rul e should have
been adopted al ready.

At third thing is sort of, you know,
if this process gets dragged out indefinitely, you
know, there is still possibilities that sone of the
states m ght consider their own independent standards.

So, | think it would behoove us all to get a
national standard and get it at an earlier date.

M5. NADER: Thank you.

MR. JONES: Earl Jones. |Is that a sentinent
of what Texas m ght do? Wll, | understand there are
sone inpedi nents that, not the | east of which are just
plain old politics, at least in Texas.

You know, Bryan, | will just one observation,
again, | amnot sure what your purpose was in putting
these out, but it seens to nme that one benefit that
they m ght serve is at least in providing sone, |
guess, worse case, best case, dependi ng upon your point
of view.

MR. BERRI NGER: Ri ght.

MR. JONES: As the proceeding goes on. But,

EXECUTI VE COURT REPORTERS, | NC.
(301) 565- 0064



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

70

it seens to nme that it is going to take a | ot of work
in this rulemaking to get to the point of making,
provi di ng support, if you wll, for anyone of these
solutions and that certainly is going to be true for, |
guess, what is the third scenario, if |I am]looking at
that right, the so called two phase approach

| did want to have a question for the follow
up on Steve Nadel’s and that was, you may not have
| ooked, Cene, at the question of whether they had to be
five years. Have you | ooked at whether it can be a two
staged period with any kind of a |l ag between the two?

MR. NADEL: Isn't that, to you asking as far
as legally.

MR, JONES: Yes.

MR. NADEL: And | think with refrigerators as
an exanple of the phase in, that a simlar situation.

M5. NADER: Eugene Margolis for the record.

MR. MARGOLIS: | think refrigerators was the
three years, but | don't recall. W have not discussed
how many years we woul d consi der whether it be, say a
| enient standard first and then go three, four or five
years for a nore stringent standard. There has been no
di scussi on.

MR. JONES: So, there is no, | guess, can

assune that since the Departnent put out that as a
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possibility, that the Departnent has determ ned that
t hat approach woul d be | awful ?

MR MARGCLI S: Yes.

MR, JONES: Ckay.

M5. NADER: Thank you.

O her burning comments? Yes?

MR. BEST: R chard Best, Wirl pool.

Just to comment on sone of the issues here
brought up in the last few m nutes and particularly
relating to the MEF val ues and the generation of
dat abases for that. Several people commented it would
really be great if the manufacturers would just supply
t hese nunbers. | would say from Wirl pool’s view
point, we would not be in favor of that for a variety
of reasons. But, one in particular is the MEF nunbers
that DOE, thensel ves, have generated through, you know,
contractors and such, do not seemto hold a | ot of
credibility within this group. | amnot sure com ng
fromfive or ten manufacturers that the data woul d be
anynore credible. And particularly, with a standard
t hat none of us have, have a | ot of experience with
other than a fewtrials and submtting sanpl e database
here or there.

And the other side of it is basically it is a

real question of if we did that, where would all this
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data end up and what would it ultimately be used for
once it is published, nodel by nodel for everybody?

You know, and | guess lastly is we just have
better ways to use our resources at this tine. And I
woul d suggest if sonebody really thinks they want to
know t he answer, they can go out and spend their noney
and do it.

M5. NADER: Thank you.

Anyone el se?

(Pause.)

MS. NADER: Yes.

MR. MARTIN: M chael Martin.

| would Iike to have a clarification of that,
you nmean to say you haven't tested these things
yourself. You couldn’t be saying that.

MR. BEST: | amsaying that. |In fact, we are
not going out and pulling our nodels into our |abs and
running all these tests and generating databases of
t hat nature.

W have sone general ideas as to where our
products fall and such and were our conpetitors fall.
But, certainly we are not spending a ot of tine to get
an accurate nunber that would be published and put out
for everyone to scrutinize and conpare with

MR. MARTIN:. So, | guess | amkind of | ost
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here, because | shouldn’t be |unping you and G E
together here. But, as | listen to this, | hear,
saying that DOE's stuff is all wong. And you saying
we don’t know what the answers are. |If you don't know
what the answers are, you can’'t tell ne that Bryan is
all wet.

M5. NADER: Richard Best for the record.

MR. BEST:. Yes, what we are hearing here is
that there are several people in the roomhere that are
questioning the accuracy and you know, how great and
good this database is.

MR. MARTIN: Yes. And seens |ike
Wi r | pool --

MR. BEST: And at the sanme tine asking us,
well, why don’'t we supply the data.

MR, MARTI N Yes.

MR. BEST: The lab that tested that is
probably simlar in qualifications to the |abs that
many of the manufacturers have. Wy would we be even
nmore credi ble when all we give you is a sheet of
nunbers, and you say, but | need to know exactly how
you got the nunmbers. W got them by the test
procedure. They got theirs by the test procedure. |
don’t see the value added in us spending a | ot of our

resources to generate it. It is not really relevant
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here nodel by nodel

M5. NADER: Ckay. One nore question or
comment and then we have go to break. FEugene?

MR. MARGOLI S: Eugene Margolis, DCE

This is response to the Gty of Austin, which
said that they would then, if DOE is still not issuing
standards that the Gty of Austin may in its w sdom
issue a standard. | would just like to recall to them
that there is the issue of preexenption. And we can,
we in DOE consider that the field is preexenpted.
Congress did preexenpt this field.

M5. NADER: Ckay. M chael ?

MR. MARTIN: Yes, |, the simlar discussions
are being going on in a lot of states, not just Texas.
And not tal king about the city. But, our understanding
of the Act, is that not only is the preexenption, but
there is a nmeans of petitioning for exenption from
preexenption. And that, in fact, when you have no
standard standards, we did petition for exenption from
preexenption and so, it is tedious. W are
preexenpted, but there is a way out also.

MR. MARGOLI S: You can petition us for an
exenption from preexenption. That procedure is not the
sanme procedure that was initially. And the origina

procedure was, you mght say a straight forward
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procedure and now i n reading the | anguage of Section
327, it is much nore difficult for the petitioner to
show enough that he could win his case.

MR. MARTIN. W agree wth that.

MR. MARGOLIS: And that is the reason | assune
no one has petitioned DOE for an exenption.

M5. NADER: Ckay. | see two hands. Steve,
you go first, then you and then --

MR. BERRI NGER W have one ot her.

M5. NADER: And one other. All right, those
three and then we go to break. Thank you.

MR. ROSENSTOCK: Steve Rosenstock, EEI.

And | think if M. Margolis is making the
deci sion, then you mght as well save the paper right
now.

MR. MARTIN:. | have been working with M.
Margolis since the md 70s.

M5. NADER: Yes.

MR. STEVENS:. Charlie Stevens from O egon.

| just wanted to point out to Gene that as,
it may be a tough case but as each year passing w thout
a standard, | think it gets alittle easier to make the
case.

M5. NADER: Thank you.

MR. MARTIN. We woul d hope then soneone woul d
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petition DOE

M5. NADER: Thank you. Okay, gentleman at the
m ke.

MR. POPE: Ted Pope, Pacific Gas and
El ectric.

Just a clarification for nmy benefit from DCE
what was the reason that a nornmal proposal, one of the
three that | would have expected, which is a sonething,
| don’t know, it is 40 or 45 percent, but the
economcally justified standard, you know, within three
years of pronul gation, why wasn’t that one of the
primary options? Does that nmake sense?

MR. BERRINGER: | think your question is that
is the first option as soon as, if the rule went into
effect. | think that is sort of the first scenario,
woul d be three years after the rule went in place, you
| ook at 2000, 2002, and then it would get in effect in
2005. So, | think that is sort of the first option.

MR. POPE: Except for you have, what to ne
| ooks Ii ke a weaker than expected standard. It | ooks
like it is less than what is economcally justified
based on ny perusal of the docunentation.

MR. JONES: Earl Jones, G E.

Wel |, again, that raises the other question,

whi ch Steven nmentioned before and again, the one we
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will be getting to this afternoon and that is the, that
is the cost assunptions behind these nunbers, which
presumably justify these very stringent standards. It
is far fromclear that these levels are justified,
based a real | ook at the cost and what the projected
savings actually are, or would be. That is, | think,
anot her issue in which this rulemaking very likely
could fall apart.

M5. NADER: Thank you.

MR, RIVEST: | don’'t want to speak for ny job,
but all the econom c analysis has not been done. The
part which is the econom c analysis on manufacturers is
not in the record yet. So, it is an inconplete record.

M5. NADER: Thank you. W are overdue for a
break. It is 10 mnutes to 11, please take your break
and cone back pronptly at five after 11

(Wher eupon, a short recess was taken.)

M5. NADER: All right. Let’s begin.

MR. BERRINGER We want to try and finish up
sone of these topics. Sone of the information |ike
quality of data, the MAISY and data access, we can
probably cover in this afternoon’s presentations. GCet
into that.

We do have a few odds and ends that just sort

of fall into the life cycle cost area, the warranty,
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repair warranty cost. | know that was one of your
t hi ngs, comments, Genn. At this point we do not have
any data showing that there is a difference between
warranty cost versus energy efficiency. Does anybody
have or know of any type of information that would be
avai lable. | think last workshop, | think it was
possibly GE., | amnot sure, if they had any
informati on on warranty cost, any type of information
i ke that.

MR JONES: W will be following that with our
comment s.

MR BERRI NGER. Okay.

M5. NADER That was Earl Jones, G E.

Ckay, yes, sir?
SCHEEDE: d enn Scheede agai n.
NADER: |Is that m ke on?

SCHEEDE: Does that work better?

5 3 » D

NADER: Thank you.

MR. SCHEEDE: | did hear from | believe it
was AHAM indicated that there is a trade association
with plans retailers perhaps that m ght have
i nformati on on extended warranty and such agreenents.

But, the other point | would like to make
is that the burden should not be on interested parties

in this proceedi ng, such as consuners to produce the
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data. The burden should be on the Departnent of Energy
to find the information. You are the ones that are
operating with our tax dollars, and it is your
responsibility to conpile, to come up with the data,

not m ne.

M5. NADER: Thank you.

MR. BERRI NGCER: Ckay. We have a coupl e of
topics inthe |life cycle cost. Also, the life of the
appliance used in the LCC. And was this another one?
To nmy know edge there wasn’t, | hadn’'t seen any
comments before as far a the life of the appliance.

M5. NADER: d enn Scheede.

MR. SCHEEDE: You have -- d enn Scheede agai n.

You have nmy comments that | believe you are
substantially overstating the real useful life of
appliance to the individual, to the initial purchaser
of that appliance. However, | thought you were going
to go into that in nore detail with the life cycle
costs discussion this afternoon.

MR. BERRINGER Well, do not have life cycle
costs on the agenda. | nean, it was presented at the
Mar ch wor kshop.

MR. SCHEEDE: Well, you have ny comments. |

noticed you narred themin the EFederal Register notice,

but you do have them They are on the record,
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believe, that | believe you are overstating the life of
t he appliance and that you should be using information
on the tinme that the purchaser of that appliance is
likely to be using it, not what it mght be on a
secondary narket .

M5. NADER: Thank you.

MR. BERRI NGER: Why don’t we just, we wll
finish up this list. The AO 99 forecast analysis,
think we wll be using that data. | think we are
incorporating into it.

MR. MCMAHON: We can discuss that in the --

MR. BERRI NGCER: Okay. Al right.

Quality data we can definitely address in
t he, excessive data when we get into the margina
energy rate, unless there are sone specific, | nean,
any other analysis, unless there are specific coments
pertaining to analysis that has al ready been done.

M5. NADER: Does anyone have anything on that?

MR. BERRI NGCER: Ckay. | know, Steve, this
was your topic, Steve Nadel, you had tal ked about, |
think relies, goes back to LCC and also, | think the
next couple of things here. Savings for detergent as
far as LCC. Do you have, again, | amsorry to ask for
informati on, we don’t have, we have information stating

that there, you know, there is not, no change in
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detergents. | nmean, as far as what m ght be for the
efficiency, for the high efficiency as far as offering
the same sort of price range as far as detergents. Do
you have or does anybody can suggest anything as far as
how we want to use the detergents or how they m ght be
used or your concern as far as do you feel there is a
substantial difference in the price of detergents that
woul d warrant, to be included in the analysis, | guess
i's my question?

MR. NADEL: Steve Nadel, ACEEE

The point | was making was not is there a
substantial difference in the relative cost of the
detergents. The point | was making that a nunber of
surveys seemto have found that when peopl e purchase
the high efficiency washers, basically the H Axis
machi nes at this point in the surveys | have seen, sone
of themuse the sane anount of detergent. But, sone of
them use |l ess detergent. And | believe in the Bern
Study, and | believe, Charlie, correct nme if |I am
wrong, that com ng out of the Northwest there is sone
survey data indicating how, what proportion of
consuners use | ess detergent and so on.

Li kew se, | don’t know, Ed, has PGXE ever
done a survey?

MR. NADEL: Ckay. So, basically I was
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arguing that there are sone objective data sources that
DOE should use and that that is very inportant, you
know. |If Proctor and Ganble, so far fromwhat | have
seen, they have nade statenents that they don’t think
there are, if they have any specific data on actual
consuners, | would be very interested in seeing that as
well. But, DOE should collect the avail abl e dat a.

They al ready have the Bern Study, | believe that the
Nort hwest will be submtting data. Anybody who has
data, they should submt it and DCE should | ook at the
data that is submtted, not the opinions, but the data
and based on that proceed.

MR. BERRI NGCER: Ckay. Thank you.

MR. JONES: Earl Jones, G E.

And to the extent that indeed such data is
made avail able, | would assune that the Departnent
woul d | ook at exactly what the data was. | nean, ny
under st andi ng, and those who know, | amsure will weigh
in, that to the extent the consuners have “used | ess”
detergent in these machine, it is because they haven’'t
had the detergent formulated for those machi nes. And
if they use conventional detergents in those machines,
i ndeed, they have a disaster on their hands. So, they
have | earned to use | ess. The manufacturers of both

t he machi nes and the detergent do not recomrend any
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smal | er cost per dose, if you wll, but we are
recomendi ng an equi val ent dosage for those machi nes,
for which will have these, the sanme cost. There is no
evi dence of any reduction in cost or consumer savings
associ ated with changi ng detergents for these nachines.
And that is just the fact, not the -- The anecdot al

i nformati on about what wong detergent people are using
is sinply not rel evant.

M5. NADER: Thank you. At the m ke?

MR LI NARD: Jack Linard, Unilever-HEP

The Bern Kansas Study has been cited because
on average the anount of detergent usage declined from
Phase 1 to Phase 2. But, if you | ook at the data,
Phase 1 was an uncontrolled study in which people used
the detergent they were normally using. And in fact,
dosages of up to one and a half to two cups were
reported. That is quite a bit higher than the
recommended dosage for al nbst any detergent these days.
There are products still on the market, however, which
have very hi gh dosage recomendati ons.

Phase 2 is a nmuch nore controlled study. Most
of the people used one product and dosed it according
to package instructions. |In fact, if you |look at the
i nstances of under dosing from Phase 1 to Phase 2, it

decreased | think fairly significantly. So, in fact,
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peopl e were actually dosing the recommended anount of
the appropriate detergent for that machine. Yes, the
average cane down sinply because we lost a | ot of the
peopl e dosing or really overdosing the products.

Earl is exactly correct when he tal ks about
you have to nmake sure what your study, your consumner
survey is reporting on. |If people, in fact, do use
detergents which are higher foam ng then the machine
can actually tolerate, you actually have to cut the
dose to nmake it work right. But, what we need is
i nformati on regardi ng what happens if you dose the
anount of detergent of a detergent that is specifically
formul ated for that machine. And that is exactly what
the Bern Kansas Study did. And in that regard, if you
| ook at it, people dosed the right anmount of detergent.
There was very little overdosing. There was actually
| ess under dosing.

M5. NADER: Thank you. Oher input? Yes?

MR. NEAL: This is Chad Neal from Staber
| ndustries.

Wth our current machine wth standard
detergent we are saving the consuner on average 75
percent using only a maxi num of an ounce, on average.
And therefore, since that is a cost of doing |aundry,

we are requesting that be included in the life cycle

EXECUTI VE COURT REPORTERS, | NC.
(301) 565- 0064



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

85

cost, since it is a cost of doing |aundry.

M5. NADER: Thank you. Anyone el se?

MR. POPE: | have lost a train of what topic
we were restricting ourselves to just now But, | am
wondering if there has been sone additional thought on
the valuing the prolong life of clothing. You know, |
haven’'t heard many people in this group argue that
these nore efficient washers tend to clean better and
if so, aren’t there significant, in fact, nost
significant inpacts of these new washers is that the
clothing | ast |onger.

MR. BERRI NGER. Coul d you state your nane,
pl ease?

MR. POPE: Ted Pope, Pacific Gas and
El ectric.

MR. BERRI NGER: Thanks.

M5. NADER: Thank you. Do you have what you
need on the subject?

MR. BERRINGER: | think we have one nore.

M5. NADER: Yes, sir?

MR LI NARD: Jack Linard, again, Unilever.

Wth regard to reducing the |evel of a high
sudsi ng detergent, yet, we know you have to do that in
order to keep the suds profile down, but we have done

qui te a nunber of studies which show that your
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potential performance is considerably | owered when you
cut the level of detergent beyond that which we
recommend. And | think other people in the past
wor kshop in March have stated the sanme thing, too. So,
yeah, if you do use |l ess your performance is going to
go down. That is the bottomline.

M5. NADER: Thank you. Ckay. Shall we nove on
to -- Is there one nore?

MR, ECKMAN: | don’t whether analytically
per f ormance --

M5. NADER: Nane, please.

MR, ECKMAN: Tom Eckman, Northwest Power
Pl anni ng Counci | .

| don’t know whet her analytically performance
goes down based on soil chem stry in the clothes, but
fromthe perspective of the consuner acceptance. The
wash w se consuner satisfaction survey clearly
i ndicated that even with | ess detergent use, the
consuners thought that their clothes, thought,
perceived, that their clothes were as clean if not
cl eaner than they had before. So, the analytics versus
consuner acceptance question is probably best dealt
W th consumer surveys this afternoon, but | don't want
to | eave the inpression that consunmers are unsatisfied

with H Axi s machi nes that are being purchased.
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M5. NADER: Thank you. Anyone el se?

MR. BERRI NGER: Ckay.

M5. NADER: All right. Shall we tal k about the
cost of units?

MR. BERRINGER | think was again, Steve, |
think you had, | think it comes back to you, you stil
had a question as far as the difference between the 40
and 45 percent levels as far as the data was concerned.

MR. NADEL: Yes, we had sonme concerns about
the cost estimates that cane to fromthe data for the
40 and 45 percent. In the previous workshop, we were
told, well, yes, we will be doing sone additional
checking on that and particularly the reverse
engi neering that provides sone useful information.
believe there is a presentation on that a little later
t oday.

MR, BERRI NGER: Yes.

MR, NADEL: It would be fine to postpone this
di scussion until then, hopefully that analysis wll
hel p answer these questi ons.

MR. BERRI NGCER: Ckay. Thank you. We will
make sure we address that. W wll |eave these on the
list if we don’t, on the board.

Retail markup, | think, was al so yours,

Steve. It had to do wth, you had a question about
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where, how it was derived. It was al so presented at
the I ast workshop, so | think we should probably --

MR. NADEL: Again --

M5. NADER: Steve Nadel

MR. NADEL: Steve Nadel, ACEEE, again.

At the |last workshop, there was a statenent
on the record fromCrcuit Gty regardi ng what they
perceived to be the typical markups in the industry
whi ch were | ower the val ues by DCE. W note that in
the NOPR DOE, interpreted those in ternms of gross
mar kup versus net markup, but still came up with a 33
percent markup based on the Circuit Cty and ot her
publicly avail able data, not the 40 percent markup that
DOE used. So, | guess | have a question about given
that | atest analysis, which shows a 33 percent narkup
makes sense, what is the rationale for 40 percent
mar kup? But, the other thing is, again, it is as per
the, request for additional information this issue.

M5. NADER: Do we have any information on that
subj ect ?

MR. RIVEST: What | can add, Steve, is the
data sources that were used in that previous anal ysis,
| believe, an additional year’s data is avail able now.
And | will make sure that that is incorporated in our

t hi nki ng here. That that includes consuner expenditure
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surveys, and current industrial reports, published
gover nment sour ces.

M5. NADER: Thank you.

MR. BERRI NGCER: Okay. We have rebates,
guess was added on to the other thing. And that nay be
sonet hing we can di scuss this afternoon when we talk
about the utility analysis.

|s there anything el se that we have m ssed,
that we feel need to discuss now?

St eve?

MR. ROSENSTOCK: Steve Rosenstock, EEl.

There was one thing about shipnents, was that
on the list, I amnot sure which Iist we were working
on.

MR. BERRI NGER Yes, shipnents wll be
di scussed later this afternoon. But, if you have
specific question, then we can go ahead.

MR. ROSENSTOCK: Ch, okay. | didn't know if
it was this norning or this afternoon. So, okay. Then
Il will wait until this afternoon.

MR. BERRI NGER: Okay.

M5. NADER: Ckay. At the m ke?

MR MODTLAND: Dave Modtland for Frigidaire
Honme Products.

Just a clarification on this |ast discussion
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on detergent usage. | think all the Bern studies and
the ot her WAashwi se and ot her studies, when they are
tal ki ng about high efficiencies, those were all
relating to horizontal axis, where we were trying to
prevent that separation. So, | don’t know if you can
apply sonme of the same things to high efficiency
product s.

M5. NADER: Thank vyou. Anyt hi ng nore?

MR. BERRI NGER: Any additional comments or
concerns?

kay, well, if we have tine, at the end of
t he, near the end, we can cone back and address or if
there is anything on the parking |lot we want to cone
back and | ook at this afternoon.

At this tinme, we about back on schedul e here.
First, Steve Mariano, Arthur B. Little to talk about
t he reverse engi neering.

(Pause.)

PRESENTATI ON BY STEVE MARI ANO:

MR. MARI ANO Ckay. Can everybody hear okay?
Is that all right?

My nane is Steve Mariano. Thank you, Bryan,
for introducing me. | amgoing to talk today about our
manuf acturing cost analysis, specifically our Phase 2,

which was to |look at differential cost for higher
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efficiency designs.

| have already presented in the past our
Phase 1 which was our baseline cost analysis. | am
going to just touch on the objectives of what we were
doing in Phase 1, also recover sonme of our assunptions,
just to make sure that we have got a good picture of
where we are with Phase 2.

Phase 1, primarily we | ook at high vol une,
hi gh sal es volune, vertical axis washer, currently
avai l abl e today. W actually |ooked at two units and
aggregated that data and created a baseline ful
production costs for that technology or that currently
avai |l abl e system And the purpose of doing that was
primarily so that we could then make conpari sons using
in our Phase 2 the Wirlpool prototype design that has
been in question as well as sonme commercially avail able
H Axi s desi gns.

So, the Phase 1 was to key in establishing
t he met hodol ogy and how we were going to go about the
analysis as well as generating a differential cost. |If
we were to just to an analysis of a higher efficiency
desi gns, the Phase 2, w thout having that baseline, we
woul dn’t really be conparing apples to apples. W
woul d be maki ng conparisons to data that may have been

collected differently, may have been generated
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differently, and had different assunptions. So, that
was the main reason for doing a Phase 1 and revi ew ng
that first.

As | have stated al ready, the Phase 2
obj ectives here were to evaluate the prototype
Wi rl pool vertical axis, higher efficiency design. One
of the key aspects of this was to nmaintain
confidentiality of data. And that is why we are going
to be presenting a lot of the results as differentials,
presenting ranges of data, as well as presenting
percentage differences. And that is to keep that
confidentiality and not to present absol ute nunbers.

And al so one of the nmain objectives is to
obtain comment fromthe stakeholders relative to this
anal ysi s.

Actually this work has been, we did a | ot of
actual physical tear down and analysis back in late
spring, early sunmmer and our anal ysis has been
essentially conplete. W have done sone m nor
refinenments, but the information you have in your
packets today is our conpleted analysis at this point.

We did two vertical axis machines. And that
is typically the description we used of how we woul d
characterize those. W also |ooked at two H Axis

designs that were commercially available. W actually
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purchased units on the market. And then, finally, the
Wi r| pool prototype design was provided to us. W had
access to that by Wirl pool.

To reiterate our manufacturing facility
assunptions, we have taken a typical practices plant.
We did visit and talk with all of the manufacturers.

We have reviewed sonme of this information in Phase 1
Typically, we |ooked at, well, one and a half mllion
units a year and now there are manufacturers that are
nore or less. But, we use this as a our baseline.
Agai n, we are making conparisons of Phase 1 to Phase 2,
so we are keeping the manufacturing facility
assunptions the sane. And that is why we did it this
way .

Agai n, you can see sone of those are
Geenfield Investnments, so it is conplete investnent to
manuf acture these units and not a differential
investnment. It would be a differential froma conplete
i nvestnment for vertical axis versus a conplete
i nvestnent for some higher efficiency design.

Again, to reiterate sone of our assunptions.
We are | ooking at full production costs in this
anal ysis. W have not considered SG&A, the cost
associated wwth R& or interest paynents that you m ght

be making. And there is a lot of variability in that
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from manufacturer to manufacturer. Wat we focused on
was just production costs, which would include direct

| abor and materials, as well as factory overhead.

Over head associated with operation of a facility or

pl ant .

Agai n, just to show you sone of the
assunptions we used, again, these are the sane
assunptions we have used in Phase 1, so we have carried
these forward into Phase 2, again, to nake an apples to
appl es conpari son.

We presented the data here in a fashion that
allows, again, the confidentiality of data. Wat we
have done is generated a cost range for these designs.
The range has been generated using our Monte Carlo
simulations as we did in Phase 1. Using those
paraneters that | outlined and I wll show you sone of
those again here, just to reiterate what those were.
But, we generated a cost range. And as you can see the
vertical prototype is well wthin the range of the
current H Axis units that we | ooked at.

These were the key paraneters that we used in
the Monte Carlo sinmulations. Basically, what we have
done here is made sone variations along | abor rate,
pl an out put, the depreciation |ife on equi pnent,

investnment. And so you can see those paraneters, that
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is describes the probability distribution. | wll show
you what those nean as well as the range that we used
and if, for triangle distributions, the nost |ikely
value. So, this was sort of the basis of our
simulation to create that range. And this corresponds
to our Phase 1 analysis, which we did as well on these
same paraneters.

Just to explain what those distributions are.
Using a uniformdistribution, what we are saying there
is that the probability that the, in this case, the
| abor rate is between 17 and 28 dollars is equal. That
it could be anywhere between there. W actually in the
basel i ne used $24.00, but we are saying that it could
be anywhere in that range. Wile triangle
distribution, we are using a nost |ikely value, and
then a range around that. And what that says is the
nost |likely value is a high probability that that is
the nunber that is nost likely. And that that overal
range i s possible.

To give you sone nore information on our
anal ysis, rather than just give you a nunber, | wanted
totry to explain what was driving sone of those costs,
that differential costs. And | amgoing to give you
sone information here, nostly on a percentage basis.

Again, to protect the individual manufacturers. W
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have al so aggregated the H Axis designs as we had done
before. W have costed those individually, but then by
using the Monte Carlo simulation, and taking averages,
we have aggregated those together. And so, we are
going to show you that here.

As you can see here, one of the nmgjor
differentiaters or cost drivers in the higher
efficiency designs, is the sophisticated controls they
use. And you can see that their cost grows as an
overall percentage of the total cost to that product.
In sone cases, nearly double the percentage in the
vertical axis baseline units that we | ooked at in Phase
1

We al so generated investnent estimates for
t hese desi gns. | think the major thing to see here is
that they are all wthin the same range. Again, |
remnd you that this is a Geenfield investnent, so it
is not the cost to change over a factory, but it is a
cost to build a factory fromscratch, basically. And
you can see that they fall within the sanme range for
those two, well, actually for the, all three of the
di fferent design concepts.

Now to spite those falling in the sane range,
| am not saying that they are the sane, and that the

investnment is the sanme. Qur analysis is to show the
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investnment shifts into different types of manufacturing
processes. For the V axis, there is a |arge of
percentage of the manufacturing was nmachi ne conponents,
while in the aggregated H axis and V axis prototypes,
that shift has changed. There is |ess nmachining
operations but there is nore either injection nolding
in one case or nore stanping and bendi ng operations in
the other. So, really you have just shift in the

manuf acturi ng processes for each of those designs.

And actually that is evidenced in the average
depreciation life as well, where they have gone up for
H Axis and the vertical axis prototype. And that is
primarily because the injection nolding and stanping
equi pnent is of longer life. Now our average
depreciation |ife is based on both the tax life of
equi pnent as well as its useful life. W factored both
of those in.

For nmore information on sort of a percentage
basis, this shows the percentage breakdown of
materials, direct |abor and overhead. It shows for
baseline vertical axis, we are |ooking at about 60
percent of the cost is in materials, that is 60 percent
of the full production cost. Wile in the higher
efficiency, it averages nore like 75 percent. So it is

a |l arger percentage of the cost. So, it is not only
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that the unit is nore expensive, the materials are al so
enconpassing a greater percentage. And materials

i nclude both raw materials as well as purchased
conmponent s.

Wth regard to overhead, we saw that the
average of the higher efficiency designs is a simlar
overhead structure as the baseline vertical axis
washers. Wiich would follow fromthe manufacturing
processes and operations and plant assunptions that we
have made. It shouldn’t change very much.

So, in summary, our Phase 2 results, we
| ooked at three, three units, two H axis, commercially
avai |l abl e machi nes, as well as the Wirl pool prototype.
We did a conplete tear dowmn of those and generated
manuf acturing of full production costs, using the sane
met hodol ogy we did in Phase 1 and the sane assunptions
that we have used in Phase 1 for manufacturing
processes, materials, etc. And then generated that
differential cost. And as | presented in the range, if
you | ooked at all of these high efficiency designs,

t hey average from $75.00 to 190. 00, using our Mnte
Carlo simulation. And that would be the differential
cost that we estimated.

Qoviously, that cost is driven by product

features, and perfornmance and not strictly by
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efficiency. | wanted to iterate that what we have done
is taken actual units, actual product. W have not
tried to design a higher efficiency unit. Have not
made any assunptions about what could be or can’t be
removed froma product to defeature it. W have taken
exactly what exists today, and generated our cost

anal ysis around that, our differential cost.

So, if there is any questions, | wll be
happy to answer those.

MR. BERRI NGER. Questions?

M5. NADER: Yes?

MR. MORRIS: Wayne Morris with AHAM

| would just like to go back, if | could,
Steve, to chart nunber 8 or page 8, | think. It is the
bar graph of the, it is titled “Differential
Manuf acturing Cost Estimates, the V-axis prototype
differential cost is well within the range of the H
axis designs. It looks like this one, if you are
| ooking for it. You have got it, okay, yes.

The title says that these are differenti al
cost, but the V axis prototype, is that a differential
cost or is that the absolute cost?

MR. MARIANO No, that is a differential cost
over our Phase 1 baseline, aggregated baseline.

MR. MORRI'S: Okay.
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M5. NADER: O her questions? Yes.

MR. GOLDSTEIN: In doing this analysis of the
Wi rl pool design, tell me if | amcorrect in assum ng
that you had a chance to | ook at the product, but you
did not have a chance to | ook at the manufacturing
facility that Wirl pool was using to produce this?

MR. MARI ANO. I n our Phase 1 analysis, we have
actually visited all of the major manufacturers, five
to be exact. And reviewed their manufacturing
operations and di scussed manufacturing processes that
are typically used in their plants. Then what we had
done is, for the vertical axis prototype, the Whirl pool
prototype, we actually reviewed a prototype product,
did tear down and built cost estinmates based on actual,
on that actual product, wth the assunption that it
woul d be built in this Geenfield site that would use
simlar manufacturing processes as is currently
available in the industry.

MR. GOLDSTEI N: Ckay. But, you had no
i nformati on on what manufacturing process or equi prment
they m ght have used to give you that prototype, is
that correct?

MR. MARI ANO Well, what we have done is we
have | ooked at manufacturing processes that woul d be

typi cal and woul d be needed to nmake those conponents
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and high volunme. And that is the assunptions we used.

MR, GOLDSTEIN. Ckay. But, based on your
j udgenent, not based on what they have done.

MR. MARI ANO. W did not base it on what they
actually, how they actually nade the part. No, we
based it on how you would actually nmake it in
pr oducti on.

M5. NADER: O her questions?

MR. NADEL: | have three questions. First,
with this graph here. You show ranges, when you do a
sanpl e of a thousand you are going to get sone rea
extrene values. You are going to get a real tendency
toward the nmean. Does this show the full extrenmes or
is there sonme confidence, the 95 percent confidence,
and you elimnated the five percent. | amjust trying
to characterize this distribution

MR. MARI ANOC. Yes, no, we actually took,
typically the sinmulations we ran, there are sone
outliers, but they would in the nei ghborhood of |ess
t han one percent. Those were elimnated, so this does
represent a full range of cost that you woul d see.

MR, NADEL: But, am| correct in assum ng that
the values at the extrene top and bottom of each range
are much less likely than the values toward to the

m ddl e of the range?
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MR MARI ANO Yes, | would, and | can show

you, in our Phase 1 analysis, the typical sinmulations
we ran, yes, you are getting sonmewhat of a bell shaped
curve. There isn’t any sort of strange things going on
at the ends. | will say that the range in the H axis
is really an overlap of two sinmulations. And so, if
you were to take sort of right in the mddle of that,
it my be sort of two peaks in that range rather than
one singl e peak.

M5. NADER: That question was from Steve
Nadel , for the record. Oher questions?

MR. NADEL: | had three.

M5. NADER: GCh, you had three.

MR. NADEL: | had three questions.

A second and this gets to the issue that we
di scussed briefly earlier, which is in part this
analysis is designed to be a check on the data that was
provi ded by AHAM How woul d you characteri ze these
nodel s as percent savings relative to the baseline,
just so we can, supposedly these are to be used, to
correlate and to check them

MR. MARI ANO | amnot sure | understand what
you are asking.

MR. RIVEST: | understand the question.

M ke Rivest. Gven the controversy and the

EXECUTI VE COURT REPORTERS, | NC.
(301) 565- 0064



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

103

results of testing we have, | can’'t give you a definite
answer. And the controversy places it well wthin the
range where it wouldn’'t be neaningful to give you the
nunbers. I n other words, is this a 40 or 45? Because
| know that your concern is there. And | can't, we
really couldn’t answer that question right now.

MR, GOLDSTEIN: Coul d you give us a range?

MR RIVEST: | think | just did in a way.

MR. NADEL: Let nme than ask --

MR. RIVEST: | nean, it could be 35 or 45, but
it is, you know

MR. NADEL: What are DOE and ADL's plans for
narrowi ng this dowm and allow ng us to have this data
as a conparison? Wat are you planning on doing? Are
you just saying, well, gee, we can’'t do it, and
therefore, there is no conparison? O what are your
specific plans for providing --

MR. RIVEST: | just, | do want to point out a
di fference here between this and the data that was
submtted and nake the statenent that it is not, this
is not exactly conparable data. |In the data submtta
you had manufacturers whose production, annual
production is nuch lower than 1.4 mllion. You also
had one manufacturer, at |east one anyway, that had

greater than that. So, | wouldn’t anticipated that the
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range of the data submttal from manufacturers would be
greater than this. First caveat.

Al so, this based on a Geenfield site. Now,
how one considers the interactions between existing
assets. How nmuch of those are transferable, how many
of those are stranded, that will shift you, either one
way or the other. | nmean, if you are going to a
technology that is very simlar, that may help you. |If
you are going to a technology that is radically
different, and you have recent investnents and that the
exi sting technol ogy, then your differential would be
greater.

So, there is just a caveat there. Before you
start preparing these as being one and the sane.

| think they are useful because, you know,
they are useful and not being benchnmarked. The
i nherent costliness of these designs.

M5. NADER: Did that answer your question?

MR. NADEL: Not fully. W can have sone
further discussions |later and we can submt sone
comments. But, | think is very inportant that this
whol e process was based on coll ective data from AHAM
but then having sone i ndependent ways to check and
verify those. And | hope DCE is going to continue to

allow that to happen. To just say, well, gee, we can’t

EXECUTI VE COURT REPORTERS, | NC.
(301) 565- 0064



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

105

really do that, | think is setting a very bad
precedent, particularly, or at least | interpret this
data, it tends to support the coments that we have
made, about the 45 percent cost are too high. W wll
provi de comments to that effect.

Fi nal question. Your final conclusion talks
about performance and features are driving cost. And
you said, well, you haven’'t done any work to say, what
features could be renoved that do not affect
efficiency? |1 was wondering how conplicated would it
be to try to do that type of an anal ysis because,
again, getting back to the issue that we are trying to
provi de a check on the AHAM data, we want to, the AHAM
data, as | understand it, is based, is estimtes of how
much it would cost to neet certain basic perfornmance
energy levels without |ots of extra bells and whistles,
to the extent these units have bells and whistles, that
inflates the cost. So, | was wondering how conplicated
would it be for you to estinmate a cost without bells
and whi stl es?

MR. MARIANO | think the issue there is
t hese machines are, it is a systemdesign. And so,
there are constant tradeoffs that are being nade. And
if you wanted to take features out, there may be

tradeoffs in performance, maintainability, reliability,
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that | think are very difficult to undertake in a smal
paper analysis. Wat needs to be done is actual

product needs to be built. It needs to be eval uated.

If you were to say | want to replace a conponent with a
| ess expensive one, that unit would have to be actually
built or that conponent would have to be put into a
unit and actually tested to see what the inpact would

be on performance. There would be assessnments of its

reliability. Inlong term wll it last 10 or 12 or 13
years without failing? O is it going to fail in two?
All of those issues, | think make it a very conplicated
thing to do.

M5. NADER: Ckay. The gentl eman at the m ke
MR. GREGG Tony Gregg, from Austin.

M5. NADER: Say your nanme again, | couldn't

MR GREGG Tony G egg.

M5. NADER: Thank you.

MR. GREGG Along the sanme line. | guess we
are not disclosing what machi nes were tested, is that
true?

MR. MARI ANO Yes.

MR. GREGG Can we nake a big assunption about
t hat or what?

MR. MARI ANO. Ot her then the Wirl pool
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pr ot ot ype.

MR. GREGG But, on the other two, the H axis
ones, we don’t know which those are?

MR. MARI ANO. Well, at this point | guess DOE
has deci ded not to reveal that.

MR, GREGG kay.

MR. MARI ANO And the primary reason for us
not doing that is to actually, we have actually torn
down product and evaluated its cost and generated cost
estimates for that product.

MR, GREGG kay.

MR. MARI ANO. The issue was is providing that
to the industry. | think there is sone question of
confidentiality of that information. It is not that
anybody el se couldn’t do it. Sonmebody el se could buy a
machi ne. Manufacturers have data on their conpetitors,
have done this, but it is being, actually providing
that information to everyone is an issue.

MR GREGG Ckay. Rel ated to that, though,
were the H axis machines and this relates to the
previ ous question, simlar in feature to the verti cal
axi s machi nes? Because, | nean, nost of the H axis
machi nes, | assune you tested, are basically fully
featured nodels, with extra controls and stuff |ike

that for all the different cycles.
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MR. MARI ANO Yes.

MR. GREGG Was that an inpact at all in the
price differential?

MR, MARI ANO Yes.

MR. GREGG Because they had nore features
than the vertical axis machine.

MR. MARI ANO That is correct. The units that
we eval uated were either commercially avail able or the
Wi rl pool prototype that had nore product features than
was sort of typically what you woul d expect in the
st andard washi ng machi ne or the baseline that we | ooked
at. They definitely had nore features than the
baseline. The reason we did that is we couldn't create
a unit.

MR GREGG Right.

MR. MARI ANO So, what we did was took units
that were currently available, that were higher
efficiency, they also had sone additional features.

MR. GREGG And the answer is still the sane,
you can’'t determ ne what the difference between a unit
wi thout all of those features and one with all those
features woul d be without reconstructing it or trying
to nodify it?

MR. MARIANO Right. 1In essence, if you are

asking ne to say can | create a defeatured version of
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these, there is a considerable anount of effort and it
is conplicated. | can’t say that the range of data
that we have seen, say for the H axis, represents
different features in the product. And different

| evel s of features. And so, you can’t say that that
range can be somewhat attributed to features.

MR GREGG Ckay. And one final thing. Just
in manufacturing in general, and this wasn't probably
part of the, your analysis, but over tinme, as a new
product such an H axis is introduced, wouldn't there be
a declining cost in producing that product as the
manuf acturers found ways to produce a conponent
cheaper, mass producing in larger quantities. And may
al so not be reflected in this anal ysis?

MR. MARI ANO There is a elenent of that. CQur
approach was to | ook at high volunme, standard
manuf acturing processes that are used today and scal e,
relatively relied scale. So, we did try to accommodat e
for that. In other words we weren’'t costing a | ow
vol une product in conparing it to a high vol une
vertical axis baseline. W were |ooking at high vol une
production of these.

| f you are asking can a manufacturer through
a learning curve, in a product, reduce cost, yes, that

is done and it is primarily driven though, through
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desi gn changes, | ower cost design options and/or
product of conponent devel opnents that are really
driving those things rather than efficiencies and
manuf acturing process. | would say that would have a
| ess of an inpact on these nunbers.

MR, GREGG kay. Thank you.

M5. NADER: Steve?

MR. ROSENSTOCK: Steve Rosenstock, Edison
Electric Institute.

But, it also seens based on your analysis
that a key conponent is the sophisticated controls, is
the primary, obviously is the primary reason for the
incremental cost. So, those can’t be defeatured
W thout ruining the equipnment. That is what it seens
i ke, just kind of |looking at the data that you have
presented. | nean, it is the controls, and you need
those controls for the higher efficiency. That is what
it seens |ike.

MR MARIANO | would, | can’t really say that
you need those controls for the higher efficiency. |
know t hat you need those controls for this product to
performas it does. Wether those are controls
specifically for efficiency, or whether they
accommodate certain performance features that their

custoner | ooks for in that product, it is hard to
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separate those.

MR, ROSENSTOCK: Ckay.

MR. MARI ANO But, these products built the
way they are, need those controls.

MR, ROSENSTOCK: Ckay. St eve Rosenst ock

But, one of the end results of the nore
sophi sticated controls is a higher efficiency. Wuld
you accept that?

MR. MARI ANO Yes. That is part of it.

MR. ROSENSTOCK: Ckay.

M5. NADER: O her questions.

MR. KESSLER: | have got a question. You did
such a fine job on your earlier analysis, where you
t ook the baseline vertical axis unit.

M5. NADER: Excuse ne, give us your nane.

MR. KESSLER: Al an Kessl er, Amana.

Br oken down | abor, overhead and material and
t he assunptions, and why aren’t we doing that for these
nodel s that we know?

MR. MARIANO Primarily the main driver behind
this is, well, one of the reasons we didn’t want to, we
couldn’t go into as nuch detail, is because of the
nature of these products. Primarily, the vertical axis
prototype. Being able to do that made it very

difficult for us to say, expose a |lot of that
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i nformati on about what conponents or sub assenblies
were driving the cost. And so, in essence, if we
couldn’'t do that for the vertical axis prototype, we
felt that if we did for the Haxis, you are not really
getting a good conparison of those. And that is the
reason we did the H axis, was to conpare it to, to give
you sort a conparison of this prototype

M5. NADER: O her questions?

(Pause.)

M5. NADER: No further questions? Thank you,
St eve.

Thank you, all of you for your hard work this
nmorning. We will take an hour break. Does everyone
know where to find lunch? Does anyone need information
about where to get lunch? Gkay. You are old hands at
t his.

W will break now and pl ease be back exactly
at one. W have a full agenda this afternoon as well.
Enj oy your | unch.

(Wher eupon, at 11:55 a.m, the neeting was
recessed, to reconvene at 1:00 p.m, this sane day,

Tuesday, Decenber 15, 1998.)
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AFTERNOON SESSI ON

(1:14 P. M)

M5. NADER: Thank you very nuch for your hard
work this nmorning. You have all worked hard and wel |
together. W are going to go ahead and start our
presentations, even though there are a few people who
haven’'t cone back yet.

Thanks very much to those of you who did cone
back on tine.

The first person who is going to make a
presentation is JimMMhon. Jim are you ready?

(Pause.)

M5. NADER: Ckay. Ji m McMahon, Consuner
Mar gi nal Energy Rates.

PRESENTATI ON BY JI M MCMAHON

MR. MCMAHON: Thank you, good afternoon. | am
Ji m McMahon from Lawr ence Berkel ey National Laboratory.
| amgoing to give you a brief presentation on the
met hodol ogy for consuner margi nal energy rates.

The first definitions, what are average and
marginally rates? Average rates, average prices as
used in the past, are the ratio of the total annual
energy bill, by the total annual energy use. This can
apply to whatever energy source, whether it is electric

or gas, residential or commercial. Historically this
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has been the data reported by utilities, that is total
revenues received fromresidential custoners, divided
by electricity sales for residential custonmers, for
exanpl e.

Mar gi nal prices on the other hand, are the
change in the bill divided by the change in the energy
consunpti on.

Now, down at the bottom point nunber three,
the difference between nmarginal and average we are
defining as epsilon. Sone of the fol ks back at LBNL
are using shorthand to use this as the percent
di fference between margi nal and average price. It is
just an easier way to think about it for those folks
who are used to thinking about average prices.

What is changi ng? Previously the consuner
energy bill savings and we are now tal ki ng about the
life cycle cost calculation, were estimted using
average energy prices. For clothes washers, those were
nati onal average value, sonething |ike eight cents per
kil owatt hour for electricity.

The new approach is to estinmate consuner
mar gi nal energy rates in calculating the energy bill
savings. So, these are estimted by the househol d.

The energy savings wll be valued at the nmargin, not at

the average. And it is inmportant to know that when you
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go to margi nal rates, these are household specific. It
depends upon the consunption of the household, and the
specific tariff or rate structure that the household is
faci ng.

What is the nethodol ogy? W are going to
obtai n a database of individual custoners or building,
in fact, we have already done that. And | wll tell
you in a nonent what the databases are. W are going
to design a nationally represented sanple of custoners.
| will tell you what | have said in the other workshops
to date, we do not plan to sinmulate every house in the
country. That would be practically inpossible. But,
we do intend to get a sanple that does represent
different regions, different types of househol d,

di fferent types of consunmer denographics and behavi ors,
so that we can account for those differences.

We have in m nd sonething on the order of the
size of the RECS sanple, which is several thousand
househol ds and is a nationally represented sanpl e.

But, this will be a new sanple.

Third bullet, we are going to collect tariff
information. By that | nmean, we are going to gather
information of the specific rates schedul es that
custoners face in different utilities around the

country. That is already underway.
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We are going to devel op and test the nethod
for mtching the tariffs with the custoners. There is
no existing data set that has both a popul ati on of
i ndi vi dual custoners with their energy using
characteristics and of the tariffs that they are
paying. So, this is new work.

Finally, we wll calculate the marginal rates
for the sanple of buildings and use that sanple of
estimates of the total population for the country.

Before | go on to the next slide, are there
guestions on the nethodol ogy at this point?

M5. NADER: Nane, please?

MR. SCHEEDE: d enn Scheede.

Can you tell us, do | gather fromthis that
you sort of dropped the RECS data from your new
procedure now? |Is RECS no longer in this, the EIl RECS
survey?

MR. MCMAHON: Qur plan right nowis to in the
future do Il ess cost froma new national sanple of
bui I dings, not fromthe RECS and the reason for that is
that the RECS househol ds are not identified in fine of
geographic detail for us to assign themto utilities
and to rate schedules. It would be nice if we could
sinply assign marginal rates to the RECS househol ds,

but, there is no sinple to do that.
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As a caveat, sone of the RECS surveys do have
specific nonth by nonth utilities bills for the
househol ds. And we are | ooking at those to see if we
can pull out of those sonme marginal rates. And then we
woul d have the RECS sanpl e as another national sanple
to look at. But, | amnot sure whether that will be
successful or not.

MR. SCHEEDE: Ckay. Coul d you tell us either
now or whenever it is appropriate in your presentation
of what information you are going to nake available to
interested parties, concerning all the databases you
have got, including the comrerci al database that you
are buying. And where do we get information to know
whet her that, whether those data are representati ve,
valid and reliable?

MR. MCMAHON: A coupl e of slides from now, |
amgoing to list the databases. | will be happy to
answer your questions about that.

MR. SCHEEDE: Thank you.

MR. ROSENSTOCK: Steve Rosenstock, Edison
Electric Institute.

Part of this also is that you, since for both
gas and electricity on the comercial industrial side,
that they m ght be, you know, choosing different

suppliers for different ternms for their generation or
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producti on, depending on the fuel source for the
portion of the bill. You are going to be, part of
this effort is to get information fromthe custoners,
correct? WIIl sonme of the data be fromthe custoners
as well, just as a backup?

MR, MCMAHON: In the long term that is
correct. And we have a couple of short term
deliverabl es. Between now and February, which is when
| prom sed to conplete this work, we expect to get
information fromutilities. W do understand that with
restructuring, there are other suppliers comng into
the market. Right now there have small market share,
but they are gaining. The intent is that in the |ong
term the Energy Information Adm nistration surveys,
both for residential and commercial, will gather price
information or rather bill information directly from
t he individual custoners, so that whoever their
supplier is, whether it is a utility or soneone el se,
we w Il have that information.

MR. ROSENSTOCK: Steve Rosenstock. | think
that is a good approach to use because of the fact
that, you know, with rmultiple suppliers out there and
especially different terns of contracts, that wll be
a very useful piece, data set to have.

M5. NADER: d enn?
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MR. SCHEEDE: d enn Scheede, agai n.

Does this nmean that DOE is commtting to use
mar gi nal energy rates in the future steps in this
rul emeki ng? | noticed in the ANOPR, they have not used
mar gi nal energy rates. Does this nean they will from
now on?

MR. MCMAHON: My understanding is that the
Department intends to use marginal rates in the next
round of life cycle cost.

Bryan?

MR. BERRI NGER: That is correct, based on the
Advi sory Conmm ttee recommendations we wll be using
mar gi nal energy rates.

MR. BALDUCCI : Ant hony Bal ducci wi th NENA.

Al ong those sane lines wth margi nal rates,
are they going to be used across all the rul emaking
that is in process? Specifically, ballast.

MS. NADER: Coul d you repeat the question,
pl ease?

MR BALDUCC : For margi nal energy rates,
peopl e have nenti oned commercial as well as industrial
and residential. | knowthis is only residential. |Is
DCE pl anning on using margi nal energy rates for the
ot her rul emaki ngs, specifically the ballast rul emaking?

MR. MARGOLIS: This is Eugene Margolis. W
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are here on cl othes washers.

MR. BALDUCCI : | understand that, Gene.

MR. MARGOLIS: And that is what --

MR. BALDUCCI : But, this is nore --

MR, MARGOLI S: But, the answer was yes for
cl ot hes washers. Wen we go to anot her rul emaki ng,
then we wll talk about the products at that tine.

MR. BALDUCCI : Well, | amjust, this is nore
of a general across the board thing. It is not product
specific marginal energy rates. That is why | have
that concern. | think the Departnment should be
consistent in their approaches with each rul emaki ng.
And that is nmy only comrent.

MR. MARGOLI S: Ckay. Thank you for your
coment .

MR, MCMAHON: Ckay. The next slide is how do
we extract the consunmer marginal energy rates. Each
sanpl e building has a baseline energy use and can be
assigned a tariff. We will calculate nonthly energy
bills for each of these households. These are
basel i ne, w thout new standards. Then cal cul ate annual
energy savings due to standards. Desegregate those
annual savings across the nonth, this is going to be
very inportant for sone products nore than others. At

this point | don’'t know the extent to which there are

EXECUTI VE COURT REPORTERS, | NC.
(301) 565- 0064



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

121

seasonality in clothes washer usage, but we intend to
research that.

Cal cul ate the nonthly energy bills for the
sanple, with standards, and have a parathetical here.
We are aware that sone custoners have hourly tinme of
use rates. It is a very snmall sanple of the
popul ation, but there are sone. |In those cases, we
will need to go to sonmething nore like hourly profiles
of energy consunption. And we are planning to do that
wher e necessary.

Finally, we wll use the sanple margina
rates as estimates of the national marginal and
cal culate the bill savings.

The question has arisen about the data
sources. W have purchased a data source, a database
called MAISY, MA-1-SY. You can find information on
the web at www. Mai sy.com This is not a commerci al,
just trying to provide the information. This is a data
set that was devel oped by Jackson and Associates in
North Carolina. It conprises over 90,000 commerci al
custoners and 60,000 residential custoners. These are
stratified by state. And it provides energy rel ated
custonmer characteristics. There are al so househol d
| oad profiles in this database.

The database was built up by Jackson
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Associ ates starting with the EIA surveys, the RECS and
CBET surveys. And then bringing in city and county

dat abases as well as census information. And there is
sone information on the web site. And we can refer you
to Jackson Associates for nore information. And the
TSD wil | describe how we utilized this data.

The second set of -- denn?

MR. SCHEEDE: | visited the MAI SY website and
there is relatively little information there that would
gi ve one confort in knowi ng how the data are really,
where they cone fromand again, their
representativeness, whether, the reliability and how
they are put together. There is very little
information there. So, what you would be forcing
interested parties into doing is buying the database.
And | don’t think that is an acceptable way for DOE to
proceed. |If DOE plans on using this data, they should
make it available in detail, so it can be reviewed by
interested parties, particularly those of us who don’t
have access to taxpayer dollars, to fund our activities
or to, all the noney that Earl Jones has.

MR. MCMAHON: Let me respond to that.

MR. JONES: Thank you. | hope, Jim you
will respond on GE., too.

MR, MCMAHON:. | am not going to respond on
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behal f of Earl. | don’t know how nmuch noney he has.

On behalf of why we did this, in the past we
have used the RECS data, which you are famliar with
d enn, and you have your own concerns about. G ven the
i nportance of trying to get this rul enmaki ng out w thout
undue delay, it did not seemw se to have the
Governnment devise a national survey that is 10 tines as
big as the existing one and to go out and do that on
public dollars, when there is a comrercial product that
is avail able, that is used by a very | arge nunber of
utilities. And | can give you a custoner list, if you
woul d |'i ke, of people who are using this database.

It seened prudent to purchase this database
as a commercial product. But, since it is a comrercial
product, | can’'t give the entire database to you,
obviously. It is a commercial product. So, | amsorry
that we can’t do that, but | am happy to answer your
guestions about the contents of the database. | just
can’'t give away a free commercial product that they
have for sale

Earl, did you want to respond on your behal f?

MR. JONES: Well, actually, no, actually, |
don"t. My noney is all commtted.

But, | did want just pursue this particul ar

guestion on the statenent. Now, if indeed DCE is going
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to be relying upon these data, is there no obligation
to make it avail abl e?

MR, MCMAHON: | will turn to DOE for the
answer to that.

MR. MARGOLI S: W have not investigated that.
W will and report back at the next commttee.

MR. JONES: Yes. Thank you, Gene. Because |
do understand Jinm s point about not wanting to reinvent
the wheel if there is a good data source out there.

But, by the sanme token, if that is what you are
adopting, then it seens to ne that you really should
make it avail abl e.

And that really brings back the other
guestion | wanted to ask Bryan. It is ny understanding
that there was a recommendation for a, well, at |east
to me, a nore sinple, sinplified approach to this
i ssue. Which was proposed by the Advisory Conmm ttee.
Which | didn’t understand to involve pulling together a
new data source here. But, a very sinple way of taking
out fixed costs. And | guess ny question is what is
the, where does that stand in this rul emaki ng? What
are you nmaking of that recomendation? 1Is this an
alternative that recommendati on or indeed they make two
recommendat i ons?

MR. BERRI NGER. Based on the Advisory
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Comm ttee, their recomrendation, that cane from Dan,
was to use the marginal energy rates, which are being
devel oped for this rulemaking. The fixed costs were
tal ked about in the letter that Dan Ranker had
addressed and we were not going to pursue wthout fixed
cost. W are |ooking at, as far as marginal energy
rates, some other possible alternatives for

i nformation.

MR. MCMAHON: If | could suppl enment that
answer? |If | may. M understandi ng of what the
Advi sory Comm ttee recommended was that margi nal energy
rates be used. And that the average less fixed costs
be used as a tenporary stock gap until the narginal
rates were devel oped.

MR. JONES: Ckay. Then that |eads to ny next
guestion, then.

MR. MCMAHON: So, the intention is to not
waste resources on the tenporary stock gap, but to go
and sol ve the problem

MR. JONES: Ckay. | understand. What
process, what was then used to come up with the life
cycle costs here?

MR. BERRI NGER: Full cost.

MR. JONES: Full cost. So, you went wth, you

didn't go with the tenporary stock gap either, then
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for that purpose?

MR, MCMAHON: I n the March workshop, both the
average price and the average |less fixed were
present ed. In the docunentation here, only the
average was presented because in the interimthe
Departnent had deci ded that they were not going to use
the average mnus fixed in future.

MR. JONES: So, when will we have an
opportunity to see these nunbers recasted with data,
better data from one source or another, or calculate
one way or another?

MR, MCMAHON:. When the marginal rates are
devel oped, these will be fed into life cycle cost for
t he next set of cal cul ations.

MR. JONES: And that, and that, we have no
tinetable for that, is what you are saying?

MR. MCMAHON: Bryan has a tinetable.

MR, JONES: Oh.

MR. BERRI NGER Yes, we are |ooking at in the
March time frame, getting the results as far as
mar gi nal energy rates, so, you know, in the, probably a
data will be available like say April, My tine frane.

MR, JONES: Ckay. Thank you.

MR, BERRINGER But, that is our next step to

use the marginal energy rates.
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MR MCMAHON: |If | could address the issue of

the availability of data. One thing that we thought
about doing and we have had prelimnary conversations
w th Jackson Associ ates about this, is to develop a
nati onal subset, so not his full data set of 60,000
househol ds, but rather sonething like five to ten

t housand househol ds that are a national sanple, wthout
all of the detail that is in his data set, but only the
rel evant variables used in this rul emaki ng and make
that available. That is, | can’'t prom se yet that we
are going to do that, but we are in negotiations to
make that avail abl e.

M5. NADER: Ckay. At the m ke?

MR. NEAL: Yes, this was the previous slide,
you stated about whether season had anything to with
the normal load. | would think that it may froma
practical standpoint being that you wear heavier
clothing in a cold climate or col der season. So, that
may be a factor.

MR, MCMAHON: Ckay. Are you aware of any
data sources on that?

MR, NEAL: No, | am not.

M5. NADER: Coul d we have your nane, please?
MR, NEAL: Brian Neal .
MR

ECKMAN: Tom Eckman, Nort hwest Power
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Pl ant Counci | .

W have got regional data at the hourly
| evel .

M5. NADER: Thank you. Steve Rosenstock.

MR. ROSENSTOCK: Steve Rosenstock, EEI.

Since MAISY is a commercial product, | nean,
it doesn’'t, it doesn't seem | nean, if | was selling a
product, | wouldn’'t want DOE to give it to everybody
el se, all the stakeholders. That is kind of you are
hurting your sales there. Mybe sone extracts m ght be
of use, you know, that Jackson Associ ates woul d agree
to, just to show sone of the extracts for a limted
sanple, that they are not, you know, giving away the
store as it were for their database. But, you know,
you were saying five or ten thousand, that is, that is
fine, it alnost sounds |like overkill just, | nean, |
woul d say work with the vendor on that, that whatever
they feel confortable with in providing, | think is a,
woul d be reasonable. O you could also say, | don’t
know, just if DOE here would have the conplete set,
that people if they wanted to |l ook at it here on site,
they couldn’t obviously take away. They could view it
or | ook at the database here, just for their, you know,
again preserve confidentiality and that way you are

not, you know, no one is getting a free software
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product, basically.

Also | wanted to, | amglad M. Jones brought
it up, in terns of using the average cost in the
techni cal support docunent. The Advisory Commttee,
you know, said, take out the fixed cost as an interim
step. And what concerns ne is that in the technica
support docunent as well as the announcenent in the

Federal Reqgister, that since fixed cost were not taken

out, it, it gives the inpression, it leads to, there
coul d be sone vastly different nunbers that could
happen when you get the NOPR stage. | nean, we have

t he concl usi ons here, what appear to be concl usions.
And | don't want to, | want to make sure that that
peopl e realize that these are just prelimnary nunbers
froma prelimnary analysis, that NOPR nunbers, the
final nodified energy factor, mght be conpletely
different based on the new data that DOE is going to
get. Have | m scharacterized that?

MR, BERRI NGER: No.

MR, ROSENSTOCK: Thank you.

MR. SCHEEDE: d enn Scheede, again. | just
wanted to disagree with M. Rosenstock on being very
confortable with data that happens to be avail able from
a commercial source. There are |lots of products

avai l able from comercial sources that are very good.
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There are others that aren’t worth a darn. And just
having you |ist people who have brought them and |
recogni ze that is on the MAISY website. | have worked
for lots of different organizations, who buy |ots of
products, data products, sone you use, sonme you don’t.
But, you need to be able to evaluate them And just
saying they are commercial product, doesn’t carry any
wei ght. You need to find out how the product was
devel oped. And | amjust not nearly as confortable
with saying, fine, let’s grab this as M. Rosenstock
iS.

M5. NADER: Thank vyou.

MR. JONES: Earl Jones, G E. here.

Just to comment on both, on two things. One,
it seens to nme that Jimis proceedi ng down the right
road by trying to cone up with a, sonething fromthese
peopl e who got data, that could fit the needs here and
be made available. And then it would seem al so that
you would be in the position, Jim to explain or defend
or at least help us better understand exactly what was
in there whenever the tinme m ght conme that we have
anot her neeting.

And the other point was that having done
t hese calculations with the average costs in there,

guess | wanted, it raises questions and if one were
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concerned about, let’s say the bona fides of this
proceedi ng, which I amnot, you would wonder why these
nunbers were put in there. Wat is the objective of
doing that? | nean, you either are raising fal se
expectations or you are trying to | everage people into
a result which they are otherw se not prepared to
accept. | really would caution you to, against doing
that in the future and say, if you coonmitted to a
process, which says you are going to take certain costs
out, then produce nunbers which are nore realistically
based upon that conm tnment, as opposed to putting up
strawnen, which can only fuel controversy in this
rul emeking. | just don’t understand why that was done.

M5. NADER: Thank you for those comments.
think we should I et Jimcontinue his presentation and
see if sonme of the questions aren’t answered in his
presentati on.

Go ahead, Jim

MR, MCMAHON: Ckay. | was describing the
dat abases. The first one is the buildings database.

The second is the tariffs. W are gathering
informati on from several sources. W have perused the
websites of the trade associations that are |isted here
for the utilities. W have | ooked at commerci al

vendors of data sets of tariffs. Public utility
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comm ssions have this information. It is very

| aborious to go and retrieve it, but it does exist in
the public, in publicly accessible form And in sone
cases we are contacting individual utilities.

The third data set is nonthly end use | oad
profiles. Wich we are getting fromthe published
literature. There was quite a bit of work done,
starting in the 1970s and continuing in sonme pl aces
today. And there are still sone utilities studies
available. And | welcone the offers of data fromthe
Nort hwest and anywhere el se.

Ckay. Now | et me conme back to this issue of
average mnus fixed costs. This is not in your
handout. It was sonething that | put together this
nmorning. This is representation of estinmates of
electricity price, using one particular tariff from one
particular utility. And | amtrying to illustrate why
it made sense to drop the average mnus fixed cost in
this exanple. What you are seeing here on the verti cal
axis is the cost per kilowatt hour. The scal e goes from
zero to 30 cents. And on the horizontal axis kilowatt
hours per nonth, fromzero to 600 kilowatt hours.

There are three lines drawn here. The one that is in
bl ue, that |ooks |like two rectangles is | abeled

mar gi nal price. This is actually the tariff schedul e,
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12 cents a kilowatt hour in this range, up to 273 and
14 cents a kilowatt hour above 273 kilowatts hours.
So, if you all go honme and | ook at your utility bills,
you may see sonething that has a bl ock structure,
sonething like that, with different prices.

The green |ine com ng down here is the
average. This particular utility has a fixed charge.
And so you are going to pay that charge whether you use
energy or not. So, your first kilowatt hour is very
expensi ve, because you are paying $2.00 a nonth,
whet her or not you use electricity. After that, as you
use nore electricity, it averages in and you begin to
approach the 12 cents a kilowatt hour, then step up to
14 cents and this slopes upwards. So, this is what the
average price would be as a function of kilowatts hours
per nonth.

Average mnus fixed, if we take off that
$2.00 mi nimum charge, it looks like this. So, it
starts being very low There is a small anomaly here
because it is a conplex tariff and there is a three
cents per kilowatt hour basic fee that shows up for
very | ow consunption. But, basically, wthout the
fixed charge, you pay very little at the low end. You
come up to 12 cents and eventually start noving.

The point of this is that the average is
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sonetinmes high and sonetinmes low. But, it is a better
representation of the marginal, than the average m nus
fixed, which is always low. Now, | understand this is
one tariff and you can cone up with other tariffs, but
we have | ooked at a nunber of them and we believe that
the average mnus fixed is bias to low. And that is
why the average was a better representation for this
one case as a stock gap until we can get to the
mar gi nal prices, thenselves.

M5. NADER: Steve?

MR. ROSENSTOCK: St eve Rosenstock, Edison
Electric Institute.

EEl collected data as well as Oregon Energy
Ofice, that | think we showed, especially, well, anong
investnment utilities, the difference was the fixed cost
wer e about seven and a half percent. And anong
muni ci pal s and coops, at |east of sone of the limted
data that | saw, sone of the val ues were higher because
you have fewer custoners for distribution line mle.
And since, you know, nunicipals and coops are about 25
percent of the population. Since we are going to
mar gi nal energy rates for the next round of the
analysis and | know this is prelimnary, | still, the
Advi sory Commttee still said as an interimstep, that

we agreed that to take out as the interimstep, take
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out the fixed cost where we could. So, | amjust a
little concerned and | know you exam ned the data but |
still think that you are kind of skirting around what
the Advisory Commttee said. That is kind of ny
interpretation of it. But, since it is prelimnary,
it, | amokay with it right now. But, | amjust saying
for the future, if for whatever reason, depending on
the tinetable, that you don’t have all the margina
energy rates, | would say that that it wuld be a
better procedure to take out the fixed costs,

ot herwi se, again, in ny opinion that sonme of the
econom cs woul d be, the economcs mght be a little bit
overstated. Thank you.

M5. NADER: d enn Scheede.

MR. SCHEEDE: d enn Scheede, again.

Since you have already done this analysis on
sonme utilities, could you bundle that information up
and nmake it available to us, so we can see which
utilities you | ooked at and what the results were, the
study that you said you just, have already done to | ook
at margi nal versus average rates?

MR, MCMAHON:. | can provide you, not at this
moment, but | can provide you with information about
what utilities we have contacted and how many tariffs

we have fromthose utilities.
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In terns of showi ng you quantitative results
like this for all, that is not possible at this tineg,
because --

MR. SCHEEDE: Just the ones that you have
| ooked at to reach the conclusion that you did. You
said you reached a conclusion that there were enough of
t hem where the margi nal rates were higher than the
average rates. That you thought that was not the right
way to go. So, | say, can we just see the data, see
t he anal ysis you have done, since it is already done,
just bundle it up and let’s see it and see what --

MR, MCMAHON: | am show ng you an exanpl e,
Genn. | would be happy to --

MR. SCHEEDE: No, | don’t nean the exanmple. |
mean, the whole works. The one exanpl e doesn’t provide
the basis for you to reach a conclusion, | assune.
Because you said you have done it on a nunber of
utilities.

MR. MCMAHON: | have | ooked at a nunber of
tariffs and simlar result. It is very clear that when
you subtract a fixed charge fromthe average, you are
going to get a lower nunber. It is very clear from
what Edi son Electric Institute did, that marginal rates
maybe hi gher or |ower than average. They are not

consistently lower. And, therefore, the average m nus
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fixed charge is bias low. To the extent that we have
docunentation witten up, | amhappy to provide to you
however, our resources right now are dedicated to
devel oping the marginal rates. And | really don't have
the time or the resources to wite another report in
the interim

MR. SCHEEDE: | wasn’t |ooking for any new
anal ysis, just the EElI provided a whole | ot of data and
you said you cane up with data that suggested that is
bias on the ow side. Wat | amsaying, | want to see
the data that you have already put together, just nake
that available to us, not, it doesn’'t have to anything
fancy, just let’s see the data.
MCVAHON:  Ckay.
NADER: Okay.
MCMAHON: It won't be fancy.

NADER: St eve Rosenstock

2 5 3 B B

ROSENSTOCK: St eve Rosenstock, EEI.

Going into the technical support docunent, it
tal ks about, it is Chapter 7 tal king about the prices
and the approach, this is for both electricity and
natural gas. The RECS 1993 data is used and then to
adjust it to 1997 dollars and please correct ne if | am
m sstating this, it is the values from 1993 were

mul tiplied by the CPI, Consuner Price |Index, d obal
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U.S. Consuner Price Index to bring it, that is part of
the equations, so it is those values tines the ‘93 to
‘97 CPI. Then it is multiplied again by the, | wll
say an energy price scale for that sane tine period.
Is that, am | stating that correctly?

MR. MCMAHON: That is correct.

MR. ROSENSTOCK: Ckay. | am just kind of
curious, | amhaving, | guess | amhaving a little
trouble with that because let’s just use, it is a
dollar per unit of energy in 1993 and the price didn’t
change in 1997. So that, the energy scale, there is
1.0, but the price, the Consuner Price Index went up 10
percent. So, it would be 1.0 tinmes 1.1 for Consuner
Price Index, times 1.0, which would nmean that the ‘93
price would be shown as 1.1 in the graph, when really
you have other data that shows that was actually 1.0.

MR. MCMAHON: No, that is not what happened.
VWhat we did was replicate the 1997 prices. The
adjustnents are there to nake sure that in 1997 we are
characterizing the energy price correctly, not using
1993 val ues.

MR, ROSENSTOCK: Ckay. But, but, since there
IS census data on the actual energy prices, you know,
whether it is electricity, it mght be electricity and

natural gas, and oil. | know, | ampretty sure the
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Comrer ce Departnent does have sone energy, you know,
they do food and they al so do energy. They break out
oil fromelectricity and gas. |Is that CPlI conponent
really needed in there to do that adjustnent? That was
just, | amjust kind of curious about that.

MR. MCMAHON: You are proposing alternative
met hodol ogy where we do one scaling. W take 1993
prices and ‘93 dollars and scale 1997 and 1997 dol | ars.
But, we didn’'t separate that into two conponents. But,
you have the sane result.

MR. SCHEEDE: d enn Scheede, again.

Electricity prices between 93 and ‘97 did
not increase at the sane rate as CPI. If you will | ook
in nonthly energy reviews, you will see EIA has a table
in there that conpares the two. Electricity prices
didn't go up as far, as far as CPlI. So, it is not a
correct adjustnent.

MR. MCMAHON: | agree wth you, it did not.
And the scale in 1997 dollars, from* 93 to ‘97 prices
accounts for that.

M5. NADER: Ckay. | am going to ask that we
nmove on. |If we have additional tine, at the end of the
af ternoon, we can return to sone of these subjects. W
have a nunber of presentations yet.

MR, MCMAHON: Ckay. So, Peter, do you want
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to?

M5. NADER: Ch, you are through.

MR. MCMAHON: Yeah, we are going to do that
wat er rates, next.

M5. NADER: Thank vyou.

Peter Bi ermayer, also of Law ence Berkel ey
Lab.

PRESENTATI ON BY PETER BI ERVAYER

MR. Bl ERVAYER: Okay. | amgoing to talk
about the analysis of water and waste water rates. By
waste water, we nmean sewerage basically.

Ckay. W had two objectives in this task.
And one was to find what the distribution of current
rates are, so we can have a price for the current rate
of water. And also to see how it escal ates.

So, to get the distribution, first of all we
used Raftelis data and that is the | atest survey data
that we know of. And it was taken in 1998. And we
converted it to 1997 dollars. And what we did with
that data is we took the cost of water for a thousand
cubic feet and subtracted out the base charge for zero
consunption. And so, that is, then divided that by the
t housand cubic feet, so we get dollars per cubic feet.
And that is sort of a marginal rate. It is different

than a marginal rate than Jimtal ked about in the way
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it was done, but it is, that was the intent.

We al so corrected using all urban consuner
price index to convert to 1997 dollars, since all the
rest of the analysis is in 1997 dollars. And this data
was going to be used in two places. One was in the LCC
spreadsheet, where we would use the distribution. And
al so in the NES spreadsheet, where we woul d use a
single value, but it would be a marginal rate, a single
mar gi nal rate cost of water.

The dat abase for the distribution or the
nunber for the current rate was based on 115 service
areas, and service areas pretty nmuch correspond to
cities. They represent population of 56 mllion. And
that is people, not households. And to give you an
i dea of what that nunber is representative of, 86
percent of the country is on a water utility and 77
percent have a waste water utility. Meaning, the rest
have, are connected to private wells, septic tanks.

This chart here shows us the, it is just a
graph of the database | was describing. Basically I
have, on this side is just the weighting. W weighted
all these, these, this price data according to the
popul ati on served. So, you can see over here, we have
New York City, | believe this is Detroit, that is L. A

And it shows you the distribution of water rates,
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mar gi nal water rates.

MR. JONES: Peter, Earl Jones here.

How di d you select these cities?

MR. Bl ERVAYER: They were on the database, put
t oget her by an organi zation, by M. Raftelis.

MR. JONES: Who is he?

MR. BIERVMAYER: He is, he is well known in the
wat er business. He is the only person |I know of that
puts together a conprehensive survey on water. And --

MR, JONES: So, it is not popul ation weighted

MR. BIERMAYER This is -- for popul ation.
What he did is he asked them what the nunber of people
each water utility served, and then these were wei ghted
by the population. That is what the wde axis shows is
di stribution.

MR. JONES: Yeah, maybe | asked the wrong
guestion. Wat | nmeant was, what percent, were the
selection of 115 cities based in any respect on their
popul ati ons and what that represented by way of the
U S population? O is it just 115 cities for whatever
reason?

MR. MCMAHON: Earl, maybe | can help. This is
Ji m McMahon.

We contacted the Trade Associ ation, the

EXECUTI VE COURT REPORTERS, | NC.
(301) 565- 0064



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

143

Ameri can Wat erwor ks Associ ati on and asked t hem where
the best data was. They referred us to M. Raftelis,
who has a consulting organization. And this is the
nost conprehensive data set that exists. These are the
only 115 cities that are surveyed. So, there is no

selection here. W took all of the data that was

avai | abl e.
MR, JONES: Ckay. Thank you.
MR MORRIS: This is Wayne Morris of the AHAM
Jim when you | ook at this data from
Raftelis, did he not break this down into, | believe

large cities, nediumcities and small cities? Sone
kind of a distribution in which he had a sel ection of
sone of the largest cities in the U S A, sone of the
medi um si zes and sonme of the smaller. | thought that
that is what | renenber.

MR. MCMAHON: This is the full set. There are
large cities, nediumcities and small cities included.
And you can see that in the popul ation distribution by
t he hei ght of bar.

MR. BI ERVAYER: | can get you the exact cities
if you are interested. It is just alist of cities and
we called Raftelis and he said it was okay to share it
w th whoever wanted it.

M5. NADER: d enn Scheede.
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MR. SCHEEDE: Two questions. WII the data be

made avail able so that we can see thenf
MR. Bl ERVAYER: Yes.
SCHEEDE: The detail ed data?

Bl ERVAYER: Yes.

2 2

SCHEEDE: (Ckay. Second question. To
what extent are the data for the 115 cities and the 56
mllion people representative of the nation as a whol e?

MR. Bl ERVAYER: Wl |, 2.3 peopl e per
househol d, woul d give you the percentage. Let ne see.
It is about 22 percent of the national popul ation.

MR. SCHEEDE: Yes, | can do that arithnetic,
too. But, to what extent do know these 115 cities
represent, are representative of the nation as a whol e?
Particularly, in rural areas where people don’t rely on
muni ci pal sewer and water?

MR. Bl ERVAYER: Yeah, at this tine we don’'t
have information on what the cost is if you have a
private well and a private septic tank system From
people that | have talked to in the water business,
they tell me that if given a choice, people would, wll
hook up to city water and city sewerage, neaning there
is sone benefit to having that rather than having your
own well and punp. | don’t have exact nunbers on what

it costs, but there are costs of course. You know, you
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have to have your septic tank punped out, you have to
mai ntai n your punps. There are costs to having a
private system W don’'t have detailed data on that.
We expect it to be higher.

MR. SCHEEDE: Do you expect to get those data,
so that we know what the --

MR. BIERMAYER W intend to try and get sone
informati on on that, yes.

MR. SCHEEDE: Because this seens |like a bias
sanple to netropolitan areas, and large, and | don’'t
know whet her they | arge or not.

MR. Bl ERVAYER Yes, what the water experts
tell me is that actually the water prices are |ess
expensive in the large cities. So, if you are saying
that ny prices are too | ow, you are probably correct.

MR, SCHEEDE: No, | don’t know whet her they
are too low or too high. | amlooking for the data so
| can see.

MR. Bl ERVAYER Ckay. | f anybody has data on
that, please send it to ne. W are trying to get that.

MR, SCHEEDE: Well, no, no, let’s not try to
shift the burden here. (Qbviously --

MR. BIERMAYER No, if it is possibly,
possible to get it, we wll get it.

MR. SCHEEDE: Ckay. But, it is DCE s
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responsibility to collect and provide the data, not
interested parties to collect it.

MR. BI ERVAYER: | amjust saying, we wll
wel cone your contributions.

M5. NADER: Steve Rosenstock and then over
there, and then I w Il suggest that Peter continue with
hi s presentation.

MR. ROSENSTOCK: Steve Rosenstock, Edison
Electric Institute.

These are just a couple of quick questions.
These are residential rates only, they are not snal
commerci al or anything.

MR. Bl ERVAYER: Right, residential.

MR. ROSENSTOCK: Resi denti al .

Nunber two, did any of them just out of
curiosity, did any of them have any sort of bl ock
rates, either increasing or decreasing?

MR. Bl ERVAYER Yes, they did.

MR. ROSENSTOCK: Ckay.

MR. Bl ERVAYER: We have other data on that. |
t hi nk about, | don’t know the exact nunbers but the
nmost popular for water is the inclining block rate,
with a declining block rate being second and then a
flat rate. And with sewerage it is nostly, | think it

is 80 percent flat rate.
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MR. ROSENSTOCK: So, when, so when you created

t hese val ues, were you | ooking at a, were you | ooking
at the first block or second bl ock, you know,
regardl ess of what it was? | amjust kind of --

MR. Bl ERVAYER: No, we, | don’t have the
breakdown on the blocks. It was just for one thousand

cubic feet, what were the costs.

MR, ROSENSTOCK: Which is the average --

MR. Bl ERVAYER Ri ght.

MR. ROSENSTOCK: Per nont h.

MR. Bl ERVAYER Ri ght.

MR, ROSENSTOCK: Ckay.

MS5. NADER: Ckay. Question over there?

MR. STEVENS:. Charlie Stevens fromthe O egon
Energy Ofice. | would just like to take issue with
M. Scheede here, nmonentarily. | think DOE has
collected the only data there is. | have been out
there collecting sone of this data nyself. | don’'t

think it is necessarily incunbent on DOE to do nore
than collect all the data there is. | think it is

i ncunbent upon stakehol ders who find issues with it, to
put some concrete reasons on the table as to why this
data is inadequate and usually that is done by having
sone ot her data that shows sone other case. So, in the

absence of that | think they have done a pretty good
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j ob of gathering data.

M5. NADER: Ckay. Thank you.

MR. SCHEEDE: d enn Scheede, if | were
subsi di zed by DCE to collect data, the way sone of the
state energy offices are, perhaps | could do it.

M5. NADER: Thank you.

Peter, please continue wth your
presentati on.

MR. Bl ERVAYER: Okay. The second objective
was to determne a price escalation for water. And
these were the first of the data we went to | ook for,
for data in for both the cost and for the escal ation.

We got sone data from American Water Wrks
Association. As | said before, got information from
Raftelis, Al D etemann, who is here, did sonme work in
1994, giving popul ation weights to other data that was
collected fromRaftelis and Ernst and Young. And what
we did is because each of these surveys didn't always
have consistent cities, the sane cities weren’t
surveyed in every survey, what we did is we called up
cities to fill in mssing gaps. And what we cane up
with for 1986 and 1998 was 38 cities where we can have
the sane cities both in 1986 and 1998, so we can neke a
conpari son

W also tried to, we called utilities and we
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asked them what they forecasted for the future? W
didn't get a whole | ot of response. W got six people
who responded, utilities that responded on that. And
they kind of, it wasn’t very consistent data.

Al so we, there was sone coments to DCE
which I will talk about |ater, regarding the escal ation
of water prices. And then we al so have opi ni ons of
experts fromRaftelis, A D etemann, Anerican Water
Wor ks.

This is a map that shows the cities of the
38, of 38 cities that we used in predicting a price, or
| ooking a historical trend for price escal ation of
water. So, you can see they are distributed around the
United States.

Ckay. This chart here, shows the, it is a
bar chart one, color is 1998. That tends to be the
hi gher bar chart, showing that it is nore expensive
than in 1986. This is also in 1997 dollars, corrected
using CPlI, Consuner Price |ndex.

kay. This chart here shows the 38
individual cities and the distribution of their percent
change in water prices from 86 to *98. So, you can
see there is a few that are negative, there are sone on
the right. And these are individual cities, and it

shows you basically the popul ation.
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St eve?

MR. ROSENSTOCK: Steve Rosenstock, EEI.

On this chart it says nedian of 1.86 percent.
That is over years w thout any CPl adjustnents, right?
That is just from you know --

MR. Bl ERVAYER No, that is, everything has
been adjusted to 1997 dol | ars.

MR. ROSENSTOCK: But, the --

MR. Bl ERVAYER: That represents unwei ghted.
Those are unwei ghted figures.

MR, ROSENSTOCK: Ckay.

MR. Bl ERVAYER That is an unwei ghted average.
And, well, the nedian is just of those cities. It is
just, you know, it doesn’t need to be wei ghted.

MR. ROSENSTOCK: Right. But, what | am saying
is that it was, you know, it was |ike $4.00 one year
and then $5.00 10 years later and you are just the
annual percentage. D d you assune --

MR. Bl ERVAYER Oh, right.

MR, ROSENSTOCK: Did you assunme a constant
sl ow between the two data points?

MR. BI ERVAYER No, what we did is, we used
the concept of a conmpound interest basically. Were
if, we looked at the, let’s see if | can explain this

wi t hout paper.
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We | ooked at the nunbers in 1986, the cost in

1986 in 1987 dollars, |I nean, 1997 dollars, and | ooked
at the cost in 1998, and converted that to 1997
dollars. Then we used an equation show ng that, well,
basically that, what the rate woul d be assum ng they
had a rate change every year and how t hat woul d
conpound. \What the equivalent interest rate would be,
yearly interest rate increase would be if they changed
the rate every year. And a certain percent rate, to
get the -- dollars.

MR, ROSENSTOCK: It is derived percentage
changes.

MR Bl ERVAYER: Yes.

MR, ROSENSTOCK: And it is constant, you are
assum ng constant change throughout the 12 years.

MR Bl ERVAYER: Yes.

MR. ROSENSTOCK: But, it is still like a one
percent and then one percent, you know, it is stil
that --

MR. Bl ERVAYER: It doesn’'t, as you m ght
guess, it doesn’'t change the sane percentage every
year. This is sort of an average percentage change per
year.

MR. ROSENSTOCK: But, the first, for the

original adjustnent, from®86 to ‘97, was again using
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the d obal Consuner Price |ndex.
MR BIERMAYER It is all Urban Consumer Price

i ndex.

2

ROSENSTOCK: The Ur ban, okay, but --

2

Bl ERVAYER: VWhich | think is the standard
CPl nunber.

MR. ROSENSTOCK: Ckay.

MR. Bl ERVAYER: Okay. So, the results, we
got $3.20, we converted it to gallons, instead of cubic
feet, $3.20 per gallon, that is for 1998, Raftelis
data, 1997 dollars, includes water and wastewater
rates, 115 cities. And as | already expl ai ned, 56
mllion people. The escalation rate we got was 3.1
percent real. These are all marginal rates, based on
38 service territories and 27 mllion people.

And how does this conpare with the
st akehol ders. We have sone coments, Wi rl pool
mentioned the sane people that we got data from And
made a general observation that prices have been
I ncreasi ng.

ACEEE referred to Gsann and Young study.

They al so | ooked at future inprovenents in
infrastructure required by the governnment and how t hat
woul d affect future prices. And they also did the and

they got a range of 1.1 to 2.7 percent real.
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Anticipating the question why we got
sonething different than OGsann and Young. Gsann and
Young cane up with the 2.6 percent real. And the
difference in the analysis there was that we used the
years from 86 and ‘98. They used ‘86 to ‘96. So, we
have one nore year’s worth of data.

We adjusted for margi nal rates, and they
didn"t. W used 38 cities, and the sane cities in both
years. They used a larger data set, Ernst and Young
and Raftelis data surveys, but those surveys don’'t
al ways have the sane cities every year. So, we want to
make sure we are using the sane cities both years.

And | guess that is it. Any questions?

M5. NADER: No questions? Peter, thank you.

MR. Bl ERVAYER Thank you

M5. NADER: Ji m McMahon is going to --

MR. JONES: Well, Earl Jones here. | did have
one question. You said you contacted departnents,
wat er works and to find out what their plans were and
you got responses fromsix. So, ny question --

MR. Bl ERVAYER Oh, no, the, we called up
utilities and asked them and we had si x responses.

MR, JONES: Yes, | thought, well, okay.

How does that figure into this anal ysis?

MR. Bl ERVAYER W are not using it because
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there was not much response.

MR. JONES: Not enough dat a.

MR. BI ERVAYER But, since how we nmade the
effort, we were asking themfor it and we didn't get
any response, basically.

MR. JONES: So, then what assunption do you
make about what happens in the future?

MR. Bl ERVAYER: Three, point two percent, the

3. --
MR. JONES: How about infrastructure?
MR. Bl ERVAYER: Oh, about the infrastructure?
MR. JONES: Yes. And the cost of that?
MR. Bl ERVAYER Well, basically we assune
that, you know, it will, the cost of water w ||

increase faster than the rate of inflation. So, we
didn't, this analysis | did here, was just based on
historical basically. And we got sone input from sone
of the experts saying that basically they woul d expect
the price to increase. But, our analysis isn't based
on, is based on just historical cost. It is not based
on future infrastructure costs.

MR, JONES: Ckay.

M5. NADER: Gentleman at the m ke.

MR, HOLMES. Hi, | am Tommy Hol nes, Anerican

WAt er wor ks.
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Sorry, nmore utilities didn't response
directly. But, | can assure you your water bills wll
go up in an increasing rate because of a variety of
factors. One we have falling water tables across the
country. Two, we have an aging infrastructure that is
scream ng for replacenent. And Congress recogni zed
this in creating the State Revol ving Loan Fund, in the
Safe Drinking Water Act. And we have nore and nore
regul ations comng on line. The Safe Drinking Water
Act was | ast anmended in 1996. And those anendnents
are, the regulations stemm ng fromthose anmendnents are
just beginning to cone on line. Just |ast week
President O inton announced the new regul ation from
M crobial and Disinfection By-products. And that is a
whol e new | ayer of water treatment to | ower your
exposure to bugs, like cryptosperida(ph), and
consequently al so | ower your exposure to the by-
products fromdisinfection practices.

Al so we have to admt drinking water
utilities are trenmendous consuners of electricity. And
in our comments we sent to DOE in 1995, we had a study
saying it was estimated that drinking water utilities
consune seven percent of the nation’s electricity. |
woul d i magine that is pretty conservative nowadays,

especially if you have utilities noving toward
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ozonei zati on(ph), reverse osnosis(ph) and

decel eri zation(ph). Those aren’t w de practices yet.
But, even our own backyard, Fairfax County Water is
nmoving to ozone treatnent. So, | think, 3.2 percent is
a good baseline, but | would say it is probably pretty
conservative

M5. NADER: Thank you. Steve?

MR. ROSENSTOCK: St eve Rosenst ock.

Does your organi zation track it? Wat has
been happening the |last few years, just out of
curiosity, in ternms of sone of these rates?

MR. HOLMES: In rates? You know, we haven’t
done a lot of work tracking utilities rates. The
NARCRC(ph) has done a lot that stuff. Qur concern
mai nly has been in water quality and water treatnent
and on the legislative and regul atory side. But, we
haven’t done a |l ot of tracking at rates.

MS. NADER: Ckay. Any nore questions for
Peter?

MR. DI ETERMANN: | have got a follow up to
that. My nane is Al Dietermann. | amwth Seattle
Public Utilities.

For those that don’t know George Raftelis is
chair of Rates and Fi nance Comm ttee for American

Wat er wor ks Associ ation. The references here are tied

EXECUTI VE COURT REPORTERS, | NC.
(301) 565- 0064



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

157

into the Raftelis survey. He is a private rate
consultant. He doesn’'t get paid by AWM to do these
survey work. But, there is a logical tie in there and
he is extrenely know edge i ndividual about rates across
the country for both water and wastewater.

M5. NADER: Thank you. Anyone el se, for
Peter? Steve?

MR. NADEL: Steve Nadel, ACEEE. | amvery
glad that DOE and LBL has gone forward and actually
done this analysis. The data we provi ded before was
saying, was to address the fact that before you assuned
a zero percent escalation, is take the best data that
we could find at that point in tine. But, you have
clearly gotten a lot nore data. You have done a | ot
nmore to clean it up, and I think it is a pretty good
anal ysi s.

The one other thing | would point out is as
you noted the difference between the 2.6 and 3.1
percent, what the differences were, the | ow end of our
range was based on sone of the data from Gsann and
Young in terns of future cost. That data is a couple
of years old. And we apply certain assunptions to that.
So, that is not especially rigorous. W supply that to
indicate that there is a great |ikelihood that that

rates would increase in the future, to argue agai nst
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the preassunption that rates were going to be flat.
But, | wouldn’t read too nmuch in, particularly the
| ower -- If soneone wanted to |l ook at infrastructure
cost, they will need to do a ot nore. They would
first need to update that database and do a | ot nore
| ooking into sone of the key driving assunptions about
the average life and interest rate and so on, in order
to do that.
M5. NADER: Thank vyou. Thank you, Peter.
Jim McMahon is going to talk to us about
ener gy savi ngs.

MR MCMAHON: So much research, so little

MR JONES: Jim before we | eave the prior
di scussion, one nore tine, if you could. And I
probably m ssed this and | apol ogi ze. But, the 3.1
factor or 3.2 or whatever it was. Peter, is over what
period of tinme? |Is that annual? |Is that over the --

MR. Bl ERVAYER That is average per year
increase from 1986 to 1998.

MR. JONES: And how i s that nunber being used
goi ng forward now?

MR. BIERMAYER How is it being used, how?

MR. JONES: Yes, going forward.

MR. Bl ERVAYER: Oh, okay. That will be used
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inthe life cycle cost spreadsheet and al so the NES
spr eadsheet.

MR, JONES: Ckay.

MR. Bl ERVAYER Nati onal Energy Savings
spr eadsheet.

MR, JONES: Ckay. And how does that nunber
different fromthe other nunbers which are cited in
your |ast page? The analysis by the other folks you
| ooked at. The other data that you cane up with, how
does this nunber conpare with others? | see that ACEEE
suggested a nunber. That is on here sonmewhere.

MR Bl ERVAYER: Yes.

MR. JONES: Right. And | guess ny question
was what ot her, what other nunbers, what other factors
wer e suggested by these other, by anybody el se you
| ooked at?

MR. BI ERVAYER Those, those are the main
people |I |ooked at. There are sone other papers on
there that | don't have with ne and I don’t, | don’t
have any of the information wwth nme on --

MR, JONES: So, you don’t know what the Ernst
and Young suggested or Raftelis?

MR. Bl ERVAYER: Onh, they just, they are in the
busi ness of collecting the surveys. They are not in

t he busi ness of --
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MR. JONES: Maki ng projections.

MR. Bl ERVAYER: Proj ections.

MR. JONES: And so, the only projection that
is in your information or that you had access to, is
the one that Steve provided to you, is that what | am
heari ng?

MR. MCMAHON: No, there is a m sunderstandi ng
here. Maybe | can help, Earl.

MR, JONES: Ckay.

MR. MCMAHON: Ernst and Young was the firm
that did the surveys from 1986 up until, 1994, is that
correct? And then Raftelis has done the surveys since
t hen.

MR. Bl ERVAYER Yes.

MR, MCMAHON: Ckay.

MR. BIERVMAYER: | would like to add actually
that Raftelis did this for Ernst and Young before he
opened his own consulting practice. So, it is really
t he same person

MR MCMAHON: So, we have used all of that
data that is available from Ernst and Young and from
Raftelis, from 1986 to the present.

MR. JONES: Right, but they are not in the
busi ness of meking projections, right? You used their

data to cone up with the projection of what the annual
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inflation would be going forward. AmI --

MR. MCMAHON: | believe that Raftelis does
provide, | nmean, Al can answer that question whether
George Raftelis provides projections.

MR. DI ETERVANN: Wel |, he works for the
individual utilities to forecast based on their
speci fic geographic and future needs. But, not for the
whol e nati on.

Ernst and Young did provide information in
the ‘94 study, which showed and tracked their work in
terns of rate increases over tine. And that is
avai |l abl e but of course it stops at ‘94, when their
wor kK was concl uded.

MR, JONES: Ckay. And who is Gsann? Who is
Gsann?

M5. NADER: Al what is your |ast nanme?

MR. DI ETERVMANN: Al Dietermann, Seattle Public
Utilities.

Gsann is a private consultant at this point.
He has done consi derabl e work devel opi ng i nformation
associated wth the Conberg(ph) Bill, which is before
Congress now.

MR. JONES: Ckay. And so then ny questi on,
Peter, then is how did you, it says here that these

studies and | guess OGsann and Young is anot her conpany
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or consulting firm is that correct?

MR. Bl ERVAYER: Okay. The reason that was
mentioned i s because ACEEE sent a comment to the
Departnent of Energy, they attached the Osann and Young
report and referred to it. That is why |I am conparing
what we did at LBL, with what a comment was that Steve
Nadel suppli ed.

MR. JONES: Ckay. So, then tell ne again,
what was wong with Steve’'s data? | want it on the
record.

MR. BI ERVAYER Steve -- Well, | outlined what
we did differently, you know, | don’t want to say what
they did was wong, | amjust saying what we did was
different. W used the sane cities in ‘86 and in ‘98.
And they al so, they stopped in the year 1996. W added
one nore year, because we used the |atest data. W
corrected frommarginal rates. They did not correct
for marginal rates. That is what was different, and
that is why we got different nunbers.

MR, JONES: And that would explain what seens
to me rather substantial difference.

MR. Bl ERVAYER Yes.

M5. NADER: Ckay. One nore question in the
back. Did | see a hand? No. Al right.

Carry on, Jim
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PRESENTATI ON BY JI M MCVAHON

MR. MCMAHON: Thank you.

Jim McMahon fromLBL. | amgoing to speak
about cl ot hes washer shi pnents.

The approach that | have taken here is to try
to give the sinplest approach possible and then add
nore factors as it becones necessary.

The major drivers of shipnments are two,
repl acenents of existing clothes washers and new
housi ng constructi on.

In addition, our economc factors, in
princi pal washer prices and operating expenses shoul d
i nfluence shipnents as well.

VWhat | amgoing to do is deal with the first
two, just by accounting for those w thout worrying
about the econom c factors and then discuss the
econom c factors |ater

New housi ng constructi on has been between one
and two mllion housing units a year in recent history.
Seventy-four to 90 percent of new housing units have
residential clothes washers, dependi ng upon the house
vintage, it has increased over tine. Here referring to
the period from 1980 to 1993.

We estimate that new housi ng accounts for

about 1 to 1.6 mllion residential clothes washers
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shi pped each year. Again, it depends upon the year.
| f we conpare those nunbers to the total shipnents,
that is about 19 to 33 percent of annual shipnents.

In terns of replacenents, the |ife expectancy
of clothes washers, we are taking nunbers of 12 to 16
years. This is from Appliance Magazi ne, Septenber of
1998, with a 14 year average.

Using that distribution of lifetine expressed
as a triangular distribution, and the record of
hi storical shipnments, we can cal cul ate the repl acenents
and we estimate those to have account for 63 to 85
percent of total shipnments, depending upon the year.

If | add those two together, | can conpare
these estimates to the total shipnments reported by the
industry. And that is shown on this picture on page
five. The bottom shaded in blue is the replacenent
mar ket. The white section is the new housing
construction. And the dashed line is total shipnents,
actual. And you can see we get fair agreenent from
about 1981 up to the early 1990s, and not as good
agreenent the |ast few years.

Expressing that sane data a different way, |
turned the actual shipnments each year into 100 percent
and we express the replacenent and new as shares of 100

percent. Since those estinmates are done independently,
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they don’t always add to 100 percent, only when we get
it exactly right. And you can see that dependi ng upon
the year, it is pretty close. The worse error is 11
percent that the estimates differ fromthe actual.

So, that is fairly reasonabl e agreenent w thout
accounting for any econom c factors.

We recogni ze that there are econom c factors.
Pur chase expenses for washers are about $420.00 retail.
These are the same nunbers that are used el sewhere in
t he anal ysi s.

The operating expenses, we estinmate average
about $126.00 per year on a national average. Those
are broken down into energy expenses, of about $78.00
per year. This includes water heating and cl ot hes
dryi ng, averaged over the different fuel types. And
|l et me be clear about the average over, we are actually
addi ng up the individual ones and then dividing by the
popul ation. So, each househol d has one fuel type or
another. And then we put themtogether to get the
national totals.

The wat er expenses, we estinate average
$48. 00 per year and that includes both the water and
t he wastewater rates.

Let me just go to elasticities. In order to

bring the economc factors into the projection of
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shi pnments, one way to do that is to express things in
terms of the elasticities.

An el asticity is the percent change in a
quantity such as shipnments or market share, associ ated
with a percent change in a driving factor, like the
washer price.

Previ ous research has indicated that for
whi te goods, specifically refrigerators have elasticity
of about mnus .2. That neans that a 10 percent
increase in price would cause a two percent decrease in
shi pnent s.

Now, we don’t have good data on elasticities
for clothes washers. Further analysis is needed and
there is going to be a discussion of the consuner
analysis later this afternoon and how that is going to
be used to attenpt to get elasticities.

So, the interimresults are that using just
the accounting, projections are within 11 percent of
hi storical total shipnents based upon repl acenents and
new housi ng construction.

The new factors will be to include the
econom c factors through the elasticities. To factor
in future energy prices. And the effect of new
st andards.

The graphic on page 11 shows the projection
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of cl othes washer shipnents. It is in the current
spreadsheet. You can find this on DOE' s website and
downl oad the shipnents spreadsheet. And | put on here,
to the left, the historical data. You will notice that
started the forecast in 1981. This was a way for us to
check whet her the nodel was any good, whether it was
tracking recent history or not. And it tracked the
‘80s pretty well. It is alittle bit off at the
current tinme. And then we have the future projections.

Concl usi ons: Accounting for the replacenent
sal es and new housi ng provi des projections of future
shi prents. And | would add that they within about 10
percent of actuals. And economc factors will need to
be addressed and we propose to do that.

Questions?

M5. NADER: At the m ke?

MR. THI ELE: Terry Thiele with Frigidaire.

Did you have any explanation for that 11
percent discrepancy in the nost recent year?

MR, MCMAHON: | don’t. | would have to
speculate. Cearly there is changes in sales fromyear
to year, due to economc conditions. And we have not
attenpted to explicitly nodel those.

MR. THI ELE: Have you | ooked explicitly at

exports?
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MR, MCMAHON: Exports are excluded fromthis.

This is donestic.

MR. TH ELE: Al right. Well, but what | am
saying is when you are taking total shipnments, you are
sayi ng those are donestic shipnents, those aren't
shi pnents that --

MR. MCMAHON: That is correct.

MR. THI ELE: Shi prments that invol ve Canada or
Mexi co or --

MCMAHON: That is right.

TH ELE: Ckay.

5 3 3

NADER: Steve?

MR. ROSENSTOCK: St eve Rosenstock, Edison
Electric Institute.

In terns of this also, there is another, in
t he techni cal support docunent there is also kind of
the range of forecast. It is a nice chart show ng the
different ones, page 815. On the projection, | am
| ooking at the projection and then I am al so | ooki ng at
t he National Energy Savings spreadsheets. On, it |ooks
i ke for both base case and the standard case, in terns
of the colum called new shipnents, it is a flat
i ncreasing slope in the spreadsheet versus on this
projection, a rise and then a plateau or slight

decrease and then a rise plateau. It |looks |like as a
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result, in the spreadsheet by 2030, it shows 9.08

mllion units versus the projection here of about 8.2
mllion. | hope | get that right or 8.3 mllion,
maybe. So, there does seemto be a little bit of

di screpancy in terns of the spreadsheet versus this
gr aphi c here.

MR. MCMAHON: Let me, | am not sure about
that. Let nme check that with you.

MR. ROSENSTOCK: Ckay.

MR. MCMAHON: The intention is to eventually
substitute it for whatever the best shipnent
projections are into the NES spreadsheet, once we have
the economc factors in. So, we will be happy to
correct that if there is an error there.

MR, ROSENSTOCK: Yes. Spreadsheet shows fl at
increasing, it looks like the sanme, you know, steadily
i ncreasi ng sl ope versus projection of high and then
flat or decline.

MR. JONES: Earl Jones here, G E

So, howw |l you use, well, first, do
understand that you are going to get information on
consuner price sensitivity in these, the consuner
exerci se that begins this afternoon?

MR. MCMAHON: That is correct.

MR JONES: O at |east part of the process.
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MR MCMAHON: Yes.

MR. JONES: And then how do you bring that
back into, into this shipnment analysis?

MR. MCMAHON: The intention is fromthat work
to devise the elasticities, so, the sensitivity to
purchase price and operati ng expenses. And then to use
those elasticities together with, what the expected
purchase price and operating costs will be in a base
case and a standards case.

M5. NADER: Any ot her questions? Yes?

MR. BEST: Richard Best, Wirl pool.

Jim just sone clarification here. You know,
sone interesting things have been happening in the
markets the last two or three years. And you have
mentioned refrigeration, that you had done a elasticity
study and cane out with a mnus .2. | think it would
be interesting to note that nost people here would
probably have noticed that in the narket the real price
refrigerators has been dropping over the past few
years. Although, there has not been a great surge in
vol une of those products fromthe manufacturing side.
And also that, there is sonething happening wthin that
scenario in that people may not be actually paying a
ot less, they may be shifting their purchases from

what were | ower featured nodels a few years ago, to
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hi gher featured nodels today at the sanme price they
woul d have paid, have paid a few years ago.

MR, MCMAHON: Yes.

MR BEST: It is alittle conplicated to say
that you are really conparing price change versus
selection totally on apples to apples basis here. And
| wonder if that had been considered when you did this,
because certainly there is a |lot of strange things have
happened in the | ast recent period anyway.

MR, MCMAHON: Yes, | agree with that comment.
We have not done that kind of a study for clothes
washers as yet. And we are | ooking forward to seeing
what happens with the consunmer anal ysis. For
refrigerators we did do a retrospective study. It was
published in 1997, |ooking back to the period from 1987
to *93. The first two sets of National Standards for
refrigerators. And, in fact, the prices did decline in
real terms. And the quality and future of the product
increased. So, | agree with what you are saying. And
t hose things should be taken into account as best
possi bl e.

NADER: Yes.
BEE: Are we going to be studying or --

BERRI NGER: M cr ophone, pl ease.

5 3 3 O

NADER: Speak up, please.
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MR BEE: Tom Bee, Staber I|ndustries.

| don’t know if you are going to, if I mssed
sonet hing here, but are we going to go into nore detai
on the consunmer economc factors that you have on page
seven of your presentation?

MR. MCMAHON: Not at this tinme. The intention

is to discuss that in the consuner analysis later this

aft ernoon.

MR. BEE: Ckay.

M5. NADER: Ckay. Thank you.

Anynore questions for Jin? Jim thank you
very nmnuch.

MR, MCMAHON: Ckay. Did we want to address
the issues of the energy price, future energy prices at
this tinme?

M5. NADER: Bryan, what was your thinking?

MR, MCMAHON:. Future energy prices, the energy
price scenarios and in the “99. In the context of
Nat i onal Energy Savi ngs Study.

M5. NADER: Ckay.

Who had questions or comments on the National
Energy Study? s that what we are tal ki ng about now?

MR. BERRI NGER Yes.

M5. NADER: Yes. Okay. A nunber of people

rai sed their hands earlier today as having interest in
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the subject. Were are you now?

MR. ROSENSTOCK: Wait, on the National Energy
Savi ngs spreadsheet. Steve Rosenstock, EEI. O what,
what topic are you --

M5. NADER: Sonebody with a m ke restate that,
pl ease.

MR. NADEL: Bryan was just noting that we had
rai sed sone questions about AEO ‘98. The AEO ‘99 has
just cone out. W want to take a look at it, but we do
have sone concerns that, at |east the AEO ‘ 98 has
overestimted the decline to be expected in the
residential energy prices that effectively, technically
the sane decline in residential, comrercial and
i ndustrial prices when nost observers, nost we have
seen on electricity prices, project greater declines in
the comercial and industrial and smaller declines in
the residential. We have not had tinme to | ook at the

AEO Year *99. W just got it a couple of days ago.

But, | hear through the grapevine that some, it started
to address those problens, but there may still be. W
will look at it further and comment |ater.

M5. NADER: Ckay. Thank you. Anything nore
on that? Al right. Thank you.
MR MCMAHON: | amtrying to address two

questions that | think were raised earlier. One is how
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does AEO ‘99 conpare to AEO ‘ 98? And the other is what

is the range of scenarios for future energy prices that
ought to be used? And the Advisory Conmttee suggested
that at | east three scenarios, a high, lowand md
ought to be used.

VWhat we have done is assenbly data from a
variety of source of energy priced projections for the
future. These are residential electric prices. They
have all been turned into 1996 cent per kilowatt hour.
This starts in the Year 2000 and goes out to 2015. And
let’s see what | can pick out in here.

AEO ‘99 is blue with a circle. They are al
clustered tightly together here. It runs through here.
There is the dot there, runs through the m ddle and
ends here. And AEO ‘98 is the close triangles. It is
very close. The values are very simlar, all the way
t hr ough.

So, AEO ‘99 is not significantly different
fromAEO *‘98. It is alittle bit higher but very
small. And obviously, these nunbers are avail able. W
can give themto you

The rest of the forecast from AEO hi gh and
| ow, econom c growh, AGA forecast and CRlI's forecast
all fairly tightly clustered here together. Not nuch

di f f erence.
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The two that are very different are from
different parts of the Departnment of Energy. This is a
policy office analysis of a high conpetition case for
restructuring. And the other one is EIA at the
request of a commttee of Congress, was asked to | ook
at a carbon tax scenario, very high carbon tax. And
that inposed a very high prices on the consuners. So,
this is the set of projections that | think are
currently on the table for consideration to sel ect
scenarios for the future. The Departnment has not cone
to any decision about what to do. And | don’t know if
you want to say anything nore about that. | guess at
this point it is open to comment.

M5. NADER: d enn Scheede.

MR. SCHEEDE: | may have m sunderstood, M.
Nadel s comment, but | did want to point out that ElA
for once on residential prices has been pretty accurate
as far as their 1998 forecast on residential prices.
Resi dential prices have cone down in ‘98 for the first
ei ght nonths by an excessive three percent conpared to
t he conparabl e period, previous year. Residential
prices are com ng down even faster than conmercial and
i ndustrial, so far in 1998.

So, for once, ElIA and residential is about

right, for ‘98.
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MR. MCMAHON: Coul d you repeat that, d enn.

You said that for once EIAis correct?

MR. SCHEEDE: On residential. However, they
managed to overestimate or excuse ne, underestimte the
rate of decline in commercial and industrial rates.
Agai n, they have, they basically expect a one percent
per year decline in the rates over a |long period of
time. However, they did correctly forecast that the
rates for residential would drop sharply in ‘98
conpared to ‘97, because they | ooked at what is
happening in California and the Northeast.

M5. NADER: Ckay. St eve?

MR. ROSENSTOCK: Steve Rosenstock, Edison
Electric Institute.

| can’t count fromhere, it |ooks there is
about eight or nine different pricing scenarios on
t hat .

MR. MCMAHON: There are ni ne.

MR. ROSENSTOCK: There are nine, okay.
Thanks.

Am | to assune that you are going to try to
include all nine on the future, on the future life
cycl e cost spreadsheets? Because right now they are
four, AEQ, CRI, | forget the other two, high grow h,

| ow growt h, you know, right now there is |ike four
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default ones on the, as | recall on the spreadsheets.
Are you going to try to include all nine on future
ones?

MR, MCMAHON:. Steve, | amjust the contractor.
It is up to the Departnent to deci de which scenarios
are going to go on there.

MR. ROSENSTOCK: Ckay. Question to the
Department of Energy, | guess, it goes for as well as
gas and oil prices, too, are you going to try to
include for electricity, gas, and oil, like nine
different defaults scenarios? | wll just call that
for lack of better, nine different defaults projections
for each fuel source?

MR. BERRI NGER: No, we have no intentions of
running all the scenarios, just choosing one of the
best, best ones to run. They are representative.

MR. ROSENSTOCK: And when we wi Il hear about
whi ch ones are “the best ones”. Steve Rosenstock, EEI

MR. BERRI NGER: And al so as -- stated, the
hi gh and | ow, so you have a range.

MR. ROSENSTOCK: So, Steven Rosenstock. Am |
to assune that what EIA has shown is going to be the
hi gh end of the range for electricity, gas and oi
assum ng the carbon taxes over the next, you know, 20

years or so?
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MR BERRI NGER: There is no decision, no

deci sion has been nade at this tinme, but that is, |
mean, it would be, | guess how |ikely that carbon tax
woul d be, if consider an all Iikelihood.

MR, ROSENSTOCK: Ckay. Thank you.

M5. NADER: Thank you.

Anyt hing nore before we let Jimsit down?
Thank you, thank you, Jim

Qur next presenter is Steve Gover, who is
with Quantum Consulting. He is going to talk to us
about the Consuner Survey he is undertaking. | have
suggested to himthat he go through his entire
presentation and any questions that come up beyond j ust
a few, we should probably defer to later this
afternoon, between 4:30 and 6:30. Steve will be
avai lable and will have tinme to go through, go into
much nore detail

PRESENTATI ON BY STEPHEN GROVER:

MR GROVER Al right. Thank you.

Al right. Well, this is the first tinme |
have been in front of this workshop di scussing what we
are planning on doing for the |ong awaited consumner
anal ysis portion of the study.

In the objectives of the consuner portion of

the analysis are to, the first is that we want to
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determ ne which attributes are viewed by consuners as
being the nost inportant in selecting a clothes washer.
Once we determ ne which attributes are nost inportant,
then we can nove on to the next phase, which is

exam ning how will changes in these attributes affect

t he decision to make a cl ot hes washer purchase. O how
wi |l changes in these attributes shift purchases from
standard efficiency to high efficiency.

Along with this objective then, is an effort
to focus also on those attributes that are nost |ikely
to be affected by the standard and al so we are
designing this, |ooking forward to being able to
calculate elasticities which will then be used down the
road in sonme of the work that LBL is doing.

What we have then is basically a two prong or
a two net hod approach here for gathering data. Al
right. So, again with the objective of |ooking at
custoners and determning their attributes, what we
want then is a nation w de sanple of custoners,
ordi nary custoners and what we want to do is first | ook
at focus groups to elicit fromthemwhat are the
attributes that are nost inportant. What are they
really |l ook at when they are nmaking a decision to nmake
a purchase. Once we whittle this down to the nobst

inportant, we are |ooking at six to eight features,
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perhaps. Those attributes will be fed into the
Conjoint Analysis. And the Conjoint Analysis wll be
used ultimately for a statistical analysis to determ ne
the elasticities and sone of the margi nal effects of
changes of attributes. So, | amgoing to go through
both what is going on with the Focus Goups, as well as
describe in nore detail what goes on with the Conjoint
Anal ysis, which | am guessing not as many people are
famliar with Conjoint as they are with Focus G oups.

But, to start off with the Focus G oups, we
are | ooking at holding focus groups in five distinct
geographic areas. W want to focus on a national
representative sanple of different regions in the
country. And focus groups involved recruiting people,
having them cone together. There is a noderator. What
this noderator will do is lead a discussion on what is
inportant in picking out a clothes washer. All right.
So, the group will start with the noderator guiding the
di scussion, trying to get unsolicited opinions on what
is inmportant to clothes washers. So, basically the
first part of the session will be groups are allowed to
deci de what is inportant.

At the end of that time, once it appears that
nost of the unsolicited characteristics have cone, have

been presented, the noderator w |l suggest other

EXECUTI VE COURT REPORTERS, | NC.
(301) 565- 0064



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

181

characteristics that haven’'t come up. You know, for
exanple, if we go for an hour and nobody brings up the
i ssue of top | oading versus front |oading, for exanple.
The noderator will throw that out and give, let the
group gauge their opinion.

At the end of this time, we will have each
person within the focus group list out of all the
characteristics that have cone up, rank the list, so we
can get an order, rank order of what is inportant.

The way that we have designed this, then, is
we are | ooking at 10 different groups, wth sonewhere
bet ween eight and 12 participants. W are |ooking at
doi ng 10 sessions, two in each city selected in the
country. W have chosen five cities here, Washington
these are our initial cities, anyway, Wshi ngton,

Madi son, or M| waukee area, Wsconsin, Dallas, San
Francisco and Mam . To get a nice spread across the
regi ons.

W w il be |ooking at collecting a diverse
group of sanples, diverse group of respondents to be in
the sanple, all right. So, we want to get a broad
range of denographics, things |ike age, incone, and
participants will also be paid $50.00 a piece. Al
right. So, this wll be taking place in January. Once

we determne then fromthis, by |Iooking at the
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sessions, we wll have a total of 100 people, nore or

| ess for the focus groups used to feed into the

Conj oi nt Anal ysis. Ckay. And what Conjoint Analysis
is, it is somewhat simlar to focus groups, in that
peopl e are recruited and they cone to a session, and
they are given a deck of cards to sort through. And |
have a set here. | have a set with ne, anyway, |
shoul d say. But, the deck of cards is each card
represents a different washing machine. And on each
card the characteristics are listed that are determ ned
fromthe focus groups. Al right. So, what respondents
do is take these cards and rank themin the order of
their preference. They are told that they should sort
through the cards as if they are definitely going to
pur chase a washi ng machi ne and now they are sorting
through their avail able options at the store. Al

right. So, the nost preferred one goes on the top, the
| east preferred goes on the bottom And so, again,
each washer is described by washer characteristics
determ ned by the focus groups. So, for exanple, if
the focus group’s determ nation was that a price

savi ngs, horizontal versus vertical axis orientation
and cl ot hes washi ng tenperatures are, you know, say the
forenost inportant, each of those characteristics would

be on each card with varying |levels os price, savings,
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axis orientation listed. And what people would do
then, is rank. And what this forces people to do then
is to evaluate which characteristics are inportant.

That as they would when they go to the store,
and they | ook at issues where, you know, | need this
hi gher capacity, | would like to save noney on ny
electricity and ny water bills, but this is going to
cost nme nore. All right, so what is ny cutoff point?
VWhat is ny tradeoff point?

Vll, in the neantine, | found ny cards.

These will be avail able for people to | ook
at. This is nock up of just sone attributes. These
ranges are just neant for an exanple. So, please, if
you | ook at these, do not think by any neans that this
what the study is going to look like, but it will give
you an exanpl e of what people have to do to sort
t hrough the cards.

Ckay. So, there is a variety of
characteristics listed on the card. People, the val ue
of Conjoint is that people have to trade off agai nst
di fferent equi pnment characteristics.

Once they have ranked the cards, then we ask
t he question, given your situation today, given the
situation in your home, which of these options would

you actually purchase. And then they are given an
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additional card that we call purchase card, where
peopl e make a cutoff at the ranked cards, to show which
ones given their situation today, they would actually
pur chase a washi ng machine. So, for exanple, if you
just purchased one the day before you went to the
Conj oi nt session, you probably won’t purchase any of
the other ones today. |If you are thinking about
purchasi ng one in your future, sonme of these options
woul d be attractive.

And this gives an idea of sone of the
potential demand, which becones inportant l[ater on

As with the focus groups, we are | ooking for
a national sanple here. We are going to be recruiting
400 peopl e across four different cities. W would |like
the cities to coincide with the ones that are being
done in the focus group, mnus one city. But, this
hel ps, you know, preserves the regional nature of the
data. So, we are |l ooking for 100 partici pants across
four cities, Washi ngton, Madison, San Francisco, and
Dal | as.

W will be recruiting people by phone.
People may be famliar with kind of nmall incept
Conjoint. We will be doing it by phone. It allows us
to control a bit nore of the sanple. It ensures a

random sanple. One thing | do want to nmake clear is
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that we are not | ooking for representative sanpl e of
t he popul ation. But, we are having a random sanpl e
that will be stratified perhaps dependi ng on what cones
out of the focus groups, but we are going to be | ooking
at getting a good representative sanple anong sone key
denographi cs. Perhaps, incone, age, getting a good
mal e, female mx for the sanple. And this will allow
us along with the regional data, to try and do sone
anal ysi s across key denographic groups, to see if there
is any variation there.

Al'so included in the sanple will be at | east
a portion of the people that recently purchased a
cl ot hes washer. And what this, what this will do is
get input from people that have recently gone through
the spot process. And this will be fresh in their mnd
and they will understand, you know, well, | just did
this, what was inportant to ne when | was at the store.
W can’t have an entire sanple of this, because in one
sense we are using this data to at | east get a sense of
the likelihood of making a purchase. So, we can’'t have
an entire sanple of people who have just nade a
pur chase.

Wth the, as with the focus groups, Conjoint
participants will be paid a $50.00 incentive to

participate as well. And these are anticipated to be
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conducted in February.

Now, a little bit about the Conjoint and |
apol ogize if | race through, what exactly goes on in a
Conj oi nt session, but I wll be nore than happy to
discuss it later. There are several different
advant ages of Conjoint that nakes it a very attractive
for this situation.

The first is that Conjoint is the one state
preference technique that really lays out different
equi pnent characteristics at the sane tine. And this
mrrors as closely as possible the type of decision
process that people go through in the store. Al
right. And this is contrast to nore of your, nore
famliar survey questions where the phrased question
is, you know, would you be willing to be pay $800. 00
for a clothes washer that saved you, you know, $50.00 a
year on your electricity and water bills? O would you
be willing to pay an extra $100.00 if you knew t hat
this washer woul d save you $20.00 a year in your
electricity and water bills? Those are kind of a take
it or |eave approach and they are sonewhat renoved from
reality when they are done over the phone. In this
cont ext when people do Conjoint, when they are given
the time to really sit down and think about it, as if

they were actually purchasing a washer. And ny
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experience has been that this has hel ped provide
accurate results when we have used the results to try
and predi cate purchases of appliances, especially
conpared with actual market data.

Anot her good advantage of Conjoint is that it
allows a wide range of statistical techniques to be
used on the data later on. |In general what is done is
that in the statistical nodel, the rankings of the
cards are regressed against the card characteristics.
So, if we had the sane characteristics, price, savings,
axis orientation, and water tenperature, as your four
characteristics, we can nodel how changes in those
characteristics change the rankings of the cards on the
i ndi vi dual | evel.

And what this allows us to do then later is
to use this, these estimates of the effect of these
attributes, can be used in a variety of ways. W can
| ook at what is the |ikelihood that sonebody is going
to purchase a clothes washer? W can estimte the
probability of given that, they decided to purchase a
cl ot hes washer, what is the likelihood that they wll
choose a standard efficiency versus high efficiency
option. W can develop a choice set of all different
types of clothes washers, different capacities,

different axis orientation, different prices, different
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savi ngs estimates. \Whatever, whatever the
characteristics that were used in the Conjoint, could
be used to devel op choice set. And we can | ook and
estimate purchases or estimate the |ikelihood of making
a purchase of all these different characteristics.

So it really does provide a w de range of

opportunities.

And finally, once we estimate a purchase
probabilities, these can be calibrated to sone of the
actual market data. So, what we can |look at is we can
take the stated preference nature of the data, and join
it with some of the actual observed market behavi or.
And so, what we are taking, in essence what this is, is
that we are not asking the stated preference data to do
t oo nuch. That we are taking away the tradeoff nature
that we | earned, fromthe controls experinent and we
are grounding in real market data, and real purchase
estimates. So, we can get a sense of where we are
starting in the market. So, we have a baseline
starting point that is ground in real market data. And
then we nove forward fromthere

Utimately, as | alluded to, the Conjoint
Analysis will be used to estimte --

Have | not changed this in the last three? |

amsorry, | apol ogi ze.
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We are on the last slide, by the way. O f

in ny own world up here.

The Conjoint data wll be used to estimate
purchase probabilities. As |I nentioned, both the
I'i kel i hood of making any cl ot hes washer purchase as
well as we can | ook at high versus standard efficiency
or we can take any one cl othes washer configuration,
based on the characteristics in the Conjoint, and
estimate the probability that that washer wll be
chosen.

Once these probabilities are estimted, then
we can | ook at how the |ikelihood of purchases wl|
change in a variety of different nethods. And, again,
there is a lot of flexibility here.

One is we will be | ooking at cal cul ating
el asticities to feed in sone of the work that LBL is
doing. The other is just |ooking at the estimted
probabilities and asking the question, well, if there
are two ways to neet the standard, one is an axis
orientation, versus one is some conbination of capacity
or water tenperature, let’s |look at two conparable
equi pnent configurations that both neet the standard,
and what are, is there any difference and effect on
purchases, or estimated |ikelihood of purchase. Al

right. So, we can address those types of questions.
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We can also | ook at just individual
attributes. You know, how nmuch do changes and axis
orientation effect purchases. How nuch does estinmated
savi ngs al one change purchases? How nmuch does droppi ng
the hot water option change purchases? These things
w Il be evaluated individually.

Utimtely, we can also | ook at holding price
constant. That in a scenario where if there
presumably, how to phrase this. |If price increases off
t he board, across the board for all options, then what
we mght want to do is hold price constant or drop
price fromthe equation and just | ook at how do changes
in probability, how do changes in other attributes
affect this probability. Al right, so we will |ook at
it two ways. One an absol ute change, when we take into
account a change in price. And second, holding price
constant across choices, and just |ooking at how
changes in the other attributes that need to be changed
to nmeet the efficiency standard. How w || those
changes affect the |ikelihood of making a purchase?

And which are the nore sensitive issues? So, all these
t hi ngs can be taken out fromthe Conjoint data.

Ckay. So, that is a brief overview. There

is nore of a detailed description included in there for

t he techni cal approach, that | would encourage you to
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read. And then later on, | will be available to answer
things as well.

M5. NADER: Thank you, Steve.

Steve will be available in the room across
the hall from4:30 to 6:30. And so, | ask that any
guestions you have or comments you save until then.

We are running a little bit behind schedul e.

MR. BERRI NGER: Address any comments in this,
that is just a working group. Everybody is --

M5. NADER: Ch, all right.

MR. BERRI NGER For the record, | think they
shoul d have their questions addressed now.

M5. NADER: Ckay. Briefly, then, please.

MR, SCHEEDE: | was going to ask a procedural
guestion. WII| there be official record of that
meeting or if there will be, then | will save ny
guestion until then, if not, | would like to get two on
the record now.

MR. BERRI NGER: W were not planning to have a
court reporter or anything at that neeting. So, this is
the opportunity if you want to put it on the record.

MR. SCHEEDE: Ckay. Two questi ons.

First one, howw | the stage be set, what
kind of data will you be providing in ternms of telling

the people in the focus groups, and in the Conjoint
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Anal ysis, what their expectations should be as far as
energy cost savings or water cost savings. How do you
set the stage for that, and what kind of data will you
be using to set the stage for that? How nuch of, how
are you going to predict savings?

MR GROVER R ght. It is an interesting
guestion because on one hand you need to inform
consuners, especially if you are trying to recreate
what is going on in the market. And on the other hand,
you don’t want to guide the discussion too much. W
will be providing both wwth, if cost and savings are
used as attributes, we will have probably three, naybe
four different levels of savings |levels and price
|l evels. Basically, these levels are chosen to run the
range of standard efficiency to high efficiency. So,
what we want to do is provide a price range, and a
savi ngs range that bound all the realistic options with
alittle bit of an overlap, just to be safe. So, you
know, savings would be, the maxi nrum the zero savings
woul d be for standard efficiency and the maxi num
savi ngs woul d be, you know, whatever the highest
estimated savings you could antici pate under any
situation for a clothes washer.

VMR, SCHEEDE: Well, you will do sonething for

t hose of us who are worried about the average cost, you
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are not reflecting margi nal costs, thinking that is too
high. Are you going to have sone |ow end of the range
in ternms of what the savings should be expected?

MR, GROVER: The | ow end of the range of
savi ngs woul d be zero. It is going to be savings
relative to purchasing a standard efficiency. So, we
need to include standard efficiency characteristics in
the Conjoint as well as high efficiency
characteristics, because that still would be an option.
And we need, what we want to do ultinmately is gauge
what is the effect of the standard? So, the study has
to be set up to include both standard efficiency and
hi gh efficiency equi pnent designs.

MR. SCHEEDE: Ckay. | will save the rest of
that one for |ater.

The ot her question, what kind of data do you
have available to show that the findings fromthis kind
of an analysis reflects the real world? And closely
related to that, is this the kind of analysis that
appliance manufacturers and retailers actually use to
do market anal ysi s? Coul d you comment just on those
two things?

MR CGROVER: Yes, this is sonething, there
is a broad range of literature available on this. Also

| have done sonme work with the utility evaluating
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appl i ances, specifically air conditioners, using the
sane thing, has predicted very well. But, this is
sonet hi ng, anot her advantage of Conjoint is that when
you do these cards, you can include features and
characteristics that do not exist. That, for exanple,
assunme that there is, there was there horizontal axis
machi nes avail able, we could put that into the Conjoint
and still gauge peopl e’ s opinion about these things and
figure out the trade off. And so, for that reason, it
is very popular for conpanies to test products that
haven’t existed, that don’t exist yet, that they are

t hi nki ng about i ntroduci ng.

M5. NADER: Ckay. At the m ke?

MR. GREGG Yes, Tony Gegg, Cty of Austin.

| amnot really that famliar with this
analysis, so | just had a couple of questions.

One, the five areas you have picked, appear
to be areas, at least fromny know edge, that don’'t
have any aggressive marketing efforts by utilities.

m ght be wrong on one maybe. But, at |east four of
themdon’t appear to. So, ny sense is if you picked a
popul ation fromthose cities, wll you be getting, the
people will not have had the benefit of naybe sone of
the other reasons to buy H axis nachines, if that is

the intent of this survey. And | am wondering, you
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know, should you be going to soneplace |ike Seattle, as
a separate experience to see what the difference there
bet ween Seattle and say sonmewhere, where there is no
program or several places.

MR, GROVER Well, two things. First, is
that we will be presenting information to peopl e,
especially at the Conjoint, giving them sonme background
on, you know, the pros and cons of the high efficiency
designs. So, they will have sonme information avail able
addressing that.

As far as the cities go, they have been
pi cked primarily to nake sure that we have a good
spread across five different regions. And they have
al so been picked to hel p maxi m ze our resources since
we have famliarity in these areas. And we have people
wor ki ng those areas.

My understanding also was that it is desired,
that there was sone work done in the Northwest already
and we wanted to nove towards nore of a national
sanple. Relative nerits of one city versus another.
You know, we are not wedded to these particular cities.
But, we want to make sure that it is a national sanple,
t hough.

MR GREGG | guess, | nean, related to that

is why do people buy H axis machines and | guess | am a
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little concerned that that m ght not conme out just if
you | ook at features and costs. Yeah, that is the
primary selling point, but you know wash wi se in the
Nort hwest, you know, it is, | forget what one of the
slogans is but it is good for the environnent, a better
world. Clearly, people buy and the Maytag is an
excel l ent machine, but they are not buying it probably
for the cost savings or people who buy Frigidaire m ght
be. So, | mean, there are other, | amnot trying to
put -- | amjust saying the price is |ower.

MR, GROVER One thing that we want to
enphasi ze in the Conjoint, is that brand nanes will not
be used. They will be driven just by the physical
characteristics of the washing nachine. And we are
going to rely on the focus groups. And one thing about
this, is, you know, it would be relatively easy for us
to, | believe come up with six or eight attributes that
we think should be inportant, but, you know, assum ng
t hat people go and have sone degree of awareness and we
i nformthem on, you know, environnmental, the
environnent al benefits of this, the savings. You know,
we don’t want to dictate to themthat they should be
purchasing this because it is friendly to the
environment, if they, you know, either they wll know

that from |l ooking at the savings or they won't. But,
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we have to be careful not to, you know, kind of skew
the results.

MR GREGG Well, you know, | am not trying,
yeah, | amjust saying that the outside influence may
not be there just depending on what, it nay be
different if you get sonething fromyour city or if you
believe in the energy star program or sonething |ike,
sonme marketing effort that is going on. It is
different if they have already gotten that from an
outside party, then maybe they hear for the first tine,
you know, what are sone of the environnental benefits.
| am just saying naybe there would be a way to do a
little bit in both markets.

MR GROVER: Right. Oay. W wll
definitely.

M5. NADER: Thank you. Bryan?

MR. BERRINGER: | would just like to follow up
on what you are stating. Wat canme out of the |ast
wor kshop, we have done a lot of research. It has
al ready been done. (Qbviously, there is Thel ma, Bern,
and Washwi se. So, we have been given those results.

VWhat was commented at the | ast workshop is specifically
those are areas that have received rebates or they have
given the machines free. So, we are looking to do a

nore national sanple of an average consuner. And we are
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obvi ously the focus groups,

to bias the focus groups at all.

us what is inportant to them

apol ogy.

better to have an objective sanple and to spite your

ar gunent ,

M5. NADER: Thank vyou.

Steve and then the gentleman at the m ke.

MR BERRI NGER: He was first.

M5. NADER: Oh, thank you. Correct,

MR. BARZEL: Dan Bar zel,

Bryan, | support your prem se that

Gentl eman from Austi n,

rebat e bei ng one.

But ,

ny

Crcuit Gty.

it

is
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you know, we are not trying

W want themto tell

you are not going to

get a true picture if you sanple people who have been

mar keted on a particul ar product.

So, you are better

off, I think, with a nore objective sanple that hasn’'t

been marketed in a city that hasn’'t had a program

goi ng, because it

i ndi cator.

IS going to give you a better

One of the questions denn asked was do

retailers and manufacturers use Conjoint Analysis.

have seen manufacturers use Conjoint Analysis to
devel op what people will pay for particular features

and the trade offs anong features.

speaki ng,

woul d say, it is better to approach the
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probl em of what people will pay and whether they w |

pay noney for a feature, through an objective study
like trade off, than it is not to have any data or to
use conjecture or to use bhias sorts of sanples, where
you ask -- The nost difficult thing to determ ne when
you are in the situation is when the person is standing
at the cash register, ready to buy, wll they actually
take the noney out of their wallet? And because you
can’t really nmeasure that unless you are in the
position that we are in, which is actually making the
sale. You have to use the next best thing, and | would
say that this is probably, if it is done properly, and
obj ectively, and use a big enough sanple, and you are
doing it across enough different areas, this is
probably the next best thing.

And whet her, the question of whether
retailers use it or not, probably not. Because people
who buy this product and watch sal es rates, can play
wth the elasticity every day. W can drop prices on
products and raise prices on products independently and
see what happens to the elasticity or the volune. So,
we don’t do any and | doubt that a ot of retailers do,
maybe one or two do it. But, it is a fairly expensive
thing to do when you can get it virtually for free by

playing retail pricing across markets or across the
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country.

But, | think done properly, your approach
seens to be appropriate.

MR. BERRI NGER: Thank vyou.

M5. NADER: Thank you. Steve?

MR. ROSENSTOCK: Steve Rosenstock, Edison
Electric Institute.

Just to conmment on the cities that | would
have to say, just kind of fromny recollections,
Madi son, Wsconsin, well, | know that San Francisco,
California, Pacific Gas and Electric, please correct nme
if | amwong, | ampretty sure they are currently
i ssuing rebates for high efficiency washi ng machi nes.
Ted, is that correct?

MR. GREGG Yeah, in San Francisco.

MR. ROSENSTOCK: I n San Franci sco.

MR GREGG Plus --

MR. ROSENSTOCK: | nclude San Franci sco.

MR. BERRI NGER: Excuse nme, could you nake your
coments to the m ke, please?

MR. ROSENSTOCK: Sorry.

MR. GREGG Yes, PCGE does provide rebates for
purchasi ng an efficient clothes washers. And
additionally, sone of the water utilities within our

service territory also provide additional funding, as
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wel | as outreach in marketing.

MR. ROSENSTOCK: So, in that case, it is kind
of a doubl e whamy of both energy utilities as well as
the water utility marketing and pronoting certain
product. | amjust talking in terns of potenti al
consuner know edge or bias in the focus groups.

| don't, it mght be in Wsconsin. | don't
know if the utilities there. | know the, in the past
the utility in Wsconsin had a pretty aggressive,
agai n, man type nmanager prograns, whether they included
washi ng machi nes, | am not exactly sure. But, |
woul dn’t be surprised in Wsconsin that if they did.

In Washington, D.C., they did not. They had
aggressi ve prograns, Pepco did, but they did not
i ncl ude washi ng machi nes.

| just wanted to address that in terns of,
you know, in ternms of city selection that, two out of
the five cities had or have aggressive prograns
addressing -- Definitely one possibly, probably two had
aggressive prograns for this product.

M5. NADER: Thank you. At the m ke?

MR, ECKMAN: Tom Eckman, Northwest Power
Pl ant Counci | .

Two comments. Com ng fromthe Northwest,

maybe this is going to sound a little parochial, but I
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think it would be at |least interesting and probably and
of merit to test the differences between an area that
has advocated these types of machines for sone period
of tinme, and areas where they haven’t, to see whet her
there are differences in the values associated with
vari ous characteristics of the machines.

And secondly, | think Dan Barzel’'s suggestion
that they do price elasticity tests weekly, in every
Sunday ad, would be a really good way to get this
information with the enpirical data, because | think
that is probably the right place to test it. So, maybe
sonet hing can be worked out with sone of the retailers
to get that information

MR. GROVER One comrent about the cities.
| nean, in one sense when we get to the Conjoint
session, there will be information provided that in
essence will level the playing field as far as people
that have, canme to the neeting aware, unaware of the
benefits of high efficiency.

And the second is that given the amount of
pronotion that has been going on nationally, that
awareness is not going to go away. And it naybe useful
to ook at, you know, if that is a substantial part of
t he popul ation, then you know, it maybe useful to | ook

at themin the Conjoint session as well.
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But, that is definitely sonething we wl|l
take into consideration.

M5. NADER: Ckay. | saw a hand over here.
Yes, Richard?

MR. BEST: Richard Best, Wirl pool
Cor por ati on.

Since this is the only chance we have to, you
know, publicly comment on this and | hope, you know,
foll ow ng your session later, we wll still be able to
input to DOE on this. But, | hope we are not | o0sing
focus of the whole intent behind this. And the intent
of this whole price elasticity issue is to determ ne
whet her that price effect is on shipnment volunmes and
other attributes of this rule, when the rule takes
effect. And that is going to be in the absence of
incentive prograns. So, | think sonme of the comrents
here were well in line with that issue. Mybe it would
be nice to know, but when we have a rule, it is going
to be based on a non incentive market, the rule itself
and those effects.

And the second is | have a concern, our
conpany does a lot of these type of studies and
anal ysis and we know very well the benefits as well as
the pitfalls of conducting these types of studies and

surveys. And one of the biggest pitfalls is not
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| ooking correctly at the right attributes. And in this
case, the attributes are inportant, are those that
affect this rul emaki ng, not the manufacturers’ design
deci sion on how to neet those rules. And so, if you
are asking consuners do they want to pay nore, $50.00
nore or $100.00 nore for the door in the front or the
top, or what size knob they have or whether it should
be 22 inches wide or 28 inches wide, |I think you are

m ssing the boat. The attributes will be nmet by

manuf acturers in different ways. And what we do in our
studies as to what, what the consuner really is willing
to pay for fromthe feature side. So, | would just

i ke to make that conment.

| think it is very inportant that this next
hour or two in your session that the manufacturers and
ot hers convey their intent here and al so convey to you
what those attributes are.

MR. GROVER Yeah, one comment about that is
with the Conjoint, our experience has been that the
best tradeoff information, the nost accurate tradeoff
information is, as you said, you need to include the
attributes that are inportant to the consuner, in
maki ng the decision. And if, | would anticipate that
those woul d generally be in line with the attributes

that are likely to be affected by the standard. But,
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in the sense that they diverge, if one of the
attributes that is being changed, such as perhaps knob
size, or, you know, whatever. Say, if that was neant,
you know, sonething that people don’t care about, but
has a price effect, if we have to, if we include that
in the study and drop sonmething that is inportant, nore
i nportant to the consuner, we are going to get suspect
tradeoff information. And it is going to nake it |ess
accur at e.

M5. NADER: Ri chard?

MR. BEST: Just to reply to that. | think
early on in this rul emaki ng we noved away fromthe
desi gn option approach to witing the rule. And all of
the data that was input for the analysis was put in, in
a formw th aggregated data, but not with design
options. And a lot of this attribute study seens to be
nmovi ng back towards the design option approach. No
one, there is no intent that I know of in this rule to
dictate to manufacturers how they would neet a rule.

M5. NADER: Thank you. Bryan?

MR, BERRI NGER Just to follow up, Dick, two
things. There will still be an opportunity to comment
up to February 2nd.

Second is we are not, we are |l ooking at the

utility issues fromthat standpoint, too. And since
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that is a mpjor thing, and the price. So, | nean, it
isreally, it is not to get to the design option. That
is not our intent. And our intent is to answer the
guestions that have been brought up as far as the
utility issue nore or less. And also as far as the
price elasticity.

M5. NADER: Ckay. At the m ke?

MR. POPE: Yes, Ted Pope with PGE

A few years back when we had the Thel ma
Research Project, we did sort of a quasi Conjoint
analysis as well as focus groups. And that data is
avai |l abl e.

But, | guess, Bryan is sort of confirm ng ny
guestion, the results of this will be used not only to
under st and purchase intent but also to try and
characterize consuner utilities, is that correct?

MR, BERRI NGER: Yes.

MR. POPE: Ckay. Just, one little nitty
thing that could be a bigger issue and that is we found
that in the focus groups and we had a denonstration
where people cane in one by one and were able to use
certain front | oading nmachines for an hour. That their
per ception of convenience, i.e. bending over, changed
radically in a very short period of tine. And was nore

negati ve when they had no idea of what a horizontal
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axis front | oading machi ne | ooked |ike. And when they
had a little bit experience, in the case, a real owner
who is determning his utility over tinme, that opinion
changed pretty dramatically. And so, | am hoping there
is some way that factor could be accounted for, if in
fact, during the focus groups, you know, front | oading,
hori zontal axis cones up as, you know, key attribute.
So, that is a real tine sensitive factor there.

M5. NADER: Ckay. Davi d?

MR. GOLDSTEI N: David Col dstein, NRDC

Anot her possible issue with the Conjoint
Anal ysis. You could use it for a lot of things in this
rul emaking. One of the things you could use it for is
to anal yze what consunmers would do after a standard is
in place. And it is inportant that the consuners cone
in with polluted perspective in the sense of being
exposed to options that aren’t going to be there after
the standard really exists. In other words, it is one
thing to ask what would you do if you had a choice
between a |l ow efficiency and a high efficiency nodel,
and that clues you that there is a | ow efficiency,
cheaper nodel that exists. And soneone after a
standard and is going to walk into the showoom they
probably haven't | ooked at a washer since the |last tinme

t hey brought one 15 years ago, they won’t know what the

EXECUTI VE COURT REPORTERS, | NC.
(301) 565- 0064



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

208

price of the |ow efficiency nodel was, and they won’t
know what it | ooked |like. And you can probably handl e
this through the study design, but it is inportant that
phant om choi ces not be avail able. Because choices
aren’t transient. You can have weird situations where
if the choice is between A and B, a consuner chooses A
but if you expand the choice to include A, B and C, the
consuner prefers B

MR, GROVER One comrent about that is that
the Conjoint is designed so we can estimte a tradeoff
of say price versus other attributes. And what we do
is provide a range of prices that are likely to
correspond what they will see after the standard. So,
if we have A, B and C, you know, Ais the low, and Cis
the high price, as long as the prices that we use in
our nodel are between A and C, then we have already,
t hrough the anal ysis, have already covered, you know,
how people react to prices within this range. And then
when we go to construct a choice set |ater on, you
know, that has in sense al ready been taken care of
t hrough the process. Where we get in trouble, is if we
plan for a range of Ato C and then have D, which is
hi gher, you know, outside this range. And then we get
into nore shaky ground trying to estinmate outside of

what the study was designed for.
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M5. NADER: At the m ke?

MR LI NARD: Jack Linard.

| find it amazing that you have given this
whol e presentation and not once nentioned the
performance of the machine. The idea is to clean
clothes and care for clothes. Nowhere do you indicate
whet her any of these design options actually w |
change that performance. | can tell you right now,
sone of themyou have already nentioned, will, in fact,
change the performance but for better or worse. As an
exanpl e, we have known for years if elimnate hot water
inlets in the washi ng machi nes, you get great energy
figures, but your cleaning performance is really
horrible in many cases. So, | was just wondering what
you are going to do to give an indication of what the
tradeoff would be in terns of perfornmance.

MR. GROVER That is a tricky issue that we
have di scussed about how to approach this in the focus
groups. | mean, certainly that is not going to be
brought up during the unsolicited part of the focus
group. But, it will be covered during the discussion.

And in one sense, that custoners have a
certain presuned idea that | amgoing to go to the
store and these will probably all clean ny clothes, you

know, and hold that as a constant. And then | ook at
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the other attributes.

To the extent that we can | ook at addi ng an
attribute in the Conjoint that has sonme neasure of
cl eanliness, ny concern would be that that would just
be a real hot button, that m ght bias things nore than
if it was left out. But, that is ny initial.

M5. NADER: Ckay. St eve?

MR. NADEL: Steve Nadel, ACEEE

| had a couple of questions and a coupl e of
comments. | think you started getting to the first
one, which is to what extent will this Conjoint
Anal ysis give you such things as ability to clean
cl othes, wear and tear on clothes. Those are sone key
attributes for sone of the high efficiency nmachines.
And if you ignore them you know, you are significantly
| think bias in your results in one way.

MR, GROVER: The Conjoint is going to be
restricted to the nost inportant attributes. And as we
add attributes and levels of attributes, then the
nunber of cards that people have to sort though,
qui ckly becones overwhelmng. So, we like tolimt it
to probably about, you know, four to six
characteristics with 16 cards. And then we can al so
add a separate trade, linking the trades together

There are techniques for that, where we can incorporate
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addi tional attributes.

But, again, the intention of this is to, you
know, once, once custonmers are nmade aware of during the
focus groups, we don’'t want to dictate, you know, we
don’'t want to dictate what attributes they view as
inportant. And if they are aware that, you know, the
hi gh efficiency design will make cl othes |ast |onger,
once they are given that information, if they rank that
20th, then we, you know, that is the point of the focus
group, that, okay, they acknow edged that it is
inportant, but it is not nearly as inportant as other
things, then it won’t nmake it to the Conjoint.

MR, NADEL: So, if | understand you, you said
you are open to the consuners if they say cl eanliness,
or wear on clothes, that will include it.

MR, GROVER Yes. Definitely, that is the
whol e reason for the focus group.

MR. NADEL: Right and |ikew se, there is going
to be a whole list of factors that you are going to
mention at the end, to see whether they are inportant?

MR GROVER Just, anything that is left
out, we will have like, a universal choice set, and you
know, | think it is conceivable that we m ght get
t hrough a focus group where people don’t consider top,

you know, horizontal versus vertical. And that is
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obviously key. And it needs to be brought out.

MR. NADEL: Ckay. A second question, is have
you read the Thelma Study results and as Ted pointed
out, the inpacts of consuner famliarity with the high
efficiency machines on their, their acceptance of
different designs. And how do you plan to address
those things? Do you think a basic explanation will be
adequate to address that factor or is sonething nore
going to be needed?

MR. GROVER As far as famliarity with the
designs, we want to have photographs of the different
designs as well as, ideally it would be nice to have,
you know, the actual nmachines so they could | ook at.
But, given the five areas that is, | believe, going to
be prohibitively expensive. But, a close second to
t hat woul d be havi ng photographs available as well as
poi nting out sonme of the nore obvious advantages and
di sadvant ages, for exanple, of horizontal axis, you are
not really able to soak your clothes, that type of
thing or add clothes in the m ddle.

MS. NADER: Ckay. We are running seriously
short of tinme. And so, | want to ask if any of the
guestions and comments that you still hold, are things
that we could cover in the session wth Steve, that

begi ns at 4: 307

EXECUTI VE COURT REPORTERS, | NC.
(301) 565- 0064



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

213

Yes. Bryan, you have been standing there for
awhi | e.

MR. THOWPSON: Just a definition.

In some of the public information | see
hori zontal axis and front |oading being the sane thing
and | think there is at | east one, maybe nore nachi nes
that do top load and are horizontal axis. So, | think
definition there needs cleaned up a little bit in sone
of the public information.

M5. NADER: Thank you. Anything el se burning
that can’t wait until 4:307?

Ckay, great, thank you. Oh, | was al nost
t here.

MR, THOWPSON. This is just a question
regardi ng, you are going to be doing, this is Mke
Thonmpson, Wi rl pool .

You are going to doing two analysis, it
sounds like. You are a focus group and you doing a
Conjoint, is that correct?

MR. GROVER The focus group is the pre cursor
to the Conjoint. So, there is two, tw analysis, but
really the focus group is only being done to feed the
Conj oi nt Anal ysi s.

MR. THOWPSON. So, is only being done to what?

MR GROVER To feed into the Conjoint
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Anal ysis, to help dictate which attributes are going to

be used.
MR, THOWPSON. What | was leading up to, is
t hen, so one supplenents the other. It is not a
wai ting process, | amgoing to give nore weight to one

side of this analysis as far as the focus group over a
Conj oi nt anal ysi s?

MR, GROVER: No, it is, the focus groups are
just designed to trimdown that list, wthout, you
know, letting the average custoner decide what is
inportant. So, we are not really guiding the analysis
forward that way.

MR, THOWPSON. So, what you going to be |eft
wthis alist of attributes after the focus groups
have fi ni shed.

MR, GROVER Ri ght.

MR. THOWPSON: Ckay. That answer the
guesti on.

| had one other coment, and | agree with the
gentleman in the back of the room from Unilever, that
attributes ultimately are performance. There is stain
removal, there is soil renoval, there are |int renoval
they are gentleness on clothes. | amgoing to presune

that that is going to cone out sonehow in this focus

group.
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MR GROVER: Yeah, to the extent that we can

categorize the differences of performance, we wl|
definitely be bringing that out. W want, again, what
we want to do is, you know, have as nuch of a hands off
approach as possible for these focus groups. And the
only role of the noderator is going to be nmake sure at
the end of the focus group, that nothing has been |eft
out .

M5. NADER: Ckay. So -- This really can’'t
wait until 4:30.

MR, ROSENSTOCK: Just a process question.

W1l stakehol ders be allowed to view them to be in
t he, behind the one way mrror?

MR, GROVER: Yes, one of the reasons why we
choose Washi ngton was to have an opportunity for people
to at least, you know, OCS, and what not, to observe.
And to the extent that people are |l ocated in any of
the, want to travel to the other cities, you are nore
t han wel cone for both Conjoint and focus groups.

M5. NADER: Ckay. Great. Thank you.

MR GROVER Al right.

M5. NADER: What an interesting topic.

We are going to take a break. | amgoing to
ask that if it can be a brief break. W are running

behind. And we have several other topics to cover in
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the |l ast hour or so of our program

Traditionally it is a 15 m nute break, can we
get away with a 10 m nute break here?

(Wher eupon, a short recess was taken.)

M5. NADER: W have a great deal yet to do.

M ke Rivest of Arthur D. Little is going to talk to us
about manufacturer inpact analysis.
PRESENTATI ON BY M KE RI VEST:

MR. RIVEST: Thank you. | apol ogize to those
of you who were here yesterday and have to heard ne
again. Yesterday afternoon | covered the GRIM
spreadsheet in great detail. And what | plan on doing
this afternoon is nore tal king about sonme of the
obj ectives of the manufacturing inpact analysis and
al so some of the nethodol ogi es and the overall process.
And I wll not be focusing so much on the GRIM
spreadsheet.

My presentation has five sections. Quickly
an overview of the framework. Talking a little bit
about the industry profile, the industry cash flow, a
subgroup i npact analysis, which is included as part of
the analysis. And I will be concluding with sone next
steps in terns of what it is we will be doing in the
upcom ng nont hs.

To be able to save tine | would ask that you

EXECUTI VE COURT REPORTERS, | NC.
(301) 565- 0064



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

217

keep your questions to the end of each of these
secti ons.

Just a rem nder, the Manufacturers | npact
Anal ysis has its eye on two major elenments. First of
all, we are interested in |looking at the inpacts of the
rule on the manufacturers of the products. Also, we are
interested in working closely with the Departnent of
Justice and relating to themany information that we
gat her during our analysis with regards to the
conpetitive inpacts of the rule.

The Manufacturer Inpact Analysis is really a
three step process, if you wll. And it is very
closely interlinked with every section of the analysis.
We have been working on the industry profile for quite
sone time now. W have, yesterday | presented with the
CRI M Spreadsheet sone prelimnary industry cash fl ows.
And we will be working through an interview process on
a subgroup anal ysis and doi ng sone nore subgroup | eve
anal ysi s.

The industry profile is not per se discreet
tasks. It is a matter of gathering data that is
rel evant to the rul emaking, as the sections and as the
information is needed into the analysis. There is sonme
information on the industry that is presented in

Chapter 3 of the TSD. But, also the industry profile
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was arrived at, at determ ning such things as the
i ndustry cost structure, which we used in setting sone
of the cost paraneters inside the GRIM nodel. Sone of
the shipnents data, historical shipnments, that Jimwl|
be using as a starting point for forecasting future
shi pnments. W have al so done, used the industry
profile to arrive at baseline manufacturer and retai
prices and mark-ups. And sone product characteristics
and mar ket shares, which are discussed in Chapter 3.

The i ndustry cash flowis based on the GRIM
nodel. The GRIM nodel is a very conventi onal
eval uation tool that is used for eval uating whol e
conpani es, or capital investnent decisions. And the
concl usions of the cash flow analysis are presenting a
before standards and after standards industry value in
terms of a net present val ue.

| like to think of the GRIMas sinply a
sophi sticated cal cul ator that takes a series of
manuf acturi ng costs, shipnents, prices and financial
information, to conpute cash flows. And this is done
both for a base case and for standards cases, for each
standard | evel under consideration. So, for the
present tinme, since all efficiency |levels are under
consideration, the GRIMthat we have prepared has al

efficiency |evels.
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In our prelimnary base case industry val ue,
if you wll, that | used to set up the GRIM we
obt ai ned i nformation on the existing nmanufacture price
of clothes washers fromthe AHAM fact book and the
current industrial reports. Manufacturing costs were
reverse calculated fromthe prices, using industry cost
structures that we were able to do, using Census and
manuf acturer and 10(k)s.

Simlarly, we devel oped financial information
representative of the overall industry from financial
information that is publicly avail abl e.

Very inportant consideration is the shipnents
forecast. For the present tinme we have shipnents
forecast which is basically a slow gromh of 2.3
percent. Eventually, our purpose here is to make sure
that the sanme shipnment assunptions that are used in the
Nat i onal Energy spreadsheet, are also used in the GRIM
nodel .

As | nmentioned before, we were able to obtain
manuf acturer prices fromboth the AHAM Fact Book and
the Census, the current industrial reports. W see
that the prices are very flat for many years. And
these are nomnal dollars. So in real dollars they
woul d be goi ng down.

We have the industry cost structure fromthe
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prices. W allocated the cost in the base case, based
on our analysis of the industry.

Qur financial information was al so obtained
fromthe study of financial information. And these are
the values that are being used currently in the GRIM
nodel for the base case. And | reviewed these
yesterday with the people present.

For ny prelimnary base case, if you will, |
just created a scenario with a small increase of 2.3
percent, just a straight regression over the past. |
wanted to create a scenario and start running sone
paranetric evaluations on it, just to see what kind of
nunbers we are com ng at.

Eventually the intent is that the GRIM
spreadsheet will be linked directly to the NES. So,

t he assunptions we nake about shipnments, before and
after standards, any assunptions we would |ike to make
about, for exanple, the percentage of high efficiency
cl ot hes washers and the baseline would transl ated
directly fromthe NES to the GRI M spreadsheet.

Order of magnitude nunber, well, better than
order of magnitude, a good first cut in industry val ue
we obtained is that the industry is currently val ued at
about $885 million. | think this is significant in

that when we look later at the investnments we are
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tal ki ng about, to reach sone of the high, higher
efficiency levels, we wll see the conparative to the
i ndustry value. The investnent required are as | arge.
So, we are tal king here about investing as nuch as the
busi ness is already worth.

To adapt the GRIMfor this clothes washer
rul emeki ng, we have nmade sone nodifications and sone
enhancenments, if you will. And nost of those were done
primarily to account for change in shipnents, to
account for growh, finally.

And sone of the assunptions that were changed
fromthe original GRIMare that the SGA now is a
function of revenues. It is not fixed. Depreciation
and ordinary capital expenditures to the base case are
also allowed to fluctuate with revenues.

And al so the data gathering exercise that was
done, that done on per unit costs. And we have to nake
sure that when our actual investnents are nade, that
t he precise shipment nunbers are used in the given year
that the investnents are made. So, if the rule is
i npl enmented in 2003, then the nunber of shipnents, it
will no | onger be seven mllion. So, the investnent of
800 mllion, for exanple, is scaled to the nunber, to
t he actual shipnents in that year

For the standards case, we created
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i ncremental costs using the AHAM data subm ttal
Manuf acturer prices, after standards manufacturer
prices are obtained by putting a mark-up on ful
production costs. And we ran scenarios at various
mar kups and | will show sone of the prelimnary
results.

Fi nancial information, the industry
statistics for standards case are the sane as the base
case.

And al so very inportant to note, in all the
results I will show you, we are assum ng that there
will be no decrease in shipnments if the price of, if
there is an increase price of higher equipnent, higher
efficiency equi pnent. Now, we know that is wong. So,
when we have results of the elasticity values fromthe
consuner survey, the new shipments values will reflect
these elasticity values. And we know that can be quite
significant. | was | ooking at the analysis that was
prepared for the earlier rulemaking and for an increase
in price of about $200.00 shipnent fell, shipnments fel
by about 10 percent. So, that is quite considerable.

These are just showi ng the portion of the
CRI M spreadsheet that contains the AHAM data subm ttal

Four our baseline nodel, we cal cul ated

currently the industry applies and mark-up of 1.35 over
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the full production cost. For the after the standard
scenario on the increnental cost of neeting the
standard, we have applied a nunber of different
scenari os. A nunber of different mark-ups. Sone of
them want to point out that a mark-up of 1.18 was
used to calculate the life cycle costs and | ran this
prelimnary nodel at 1.18 to see what would be the
situation for the industry, if that was, in fact, the
mar k- up that was obt ai ned.

Currently, as | nentioned earlier, sonme of,
one of the assunptions that we change is, that SGRA
wll now be allowed to track the growh in the
business, if you wll, the growmh in revenues.

Anot her assunption that is very critical and
very sensitive to the timng or the delay in
introducing a standard, is how the capital assets are,
how many is expended for the new capital assets. And
there is a table in the GRIM which shows for any given
nunber of years, between the actual announcenent of the
standard, and the year that the standard becones into
effect, how the noney, the capital expenditures are
spent. And | would just like to point out that this is
the table fromthe original GRIM And | would like to
have coments on how | can, if change the schedul e of

cash out lays. Just fromlooking at it, and | don’'t
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want to go in great detail right now, it seens that a
manuf act urer who has eight years to build up his
capacity, to neet the standard, would probably not
spend 16 percent of that capital, one, two, three,
four, five, six years, before the standard is in
effect. So, | amjust questioning sonme of the original
assunptions in the GRIMand trying to see if we can
i nprove on them

That is also true of R&D expense.

| ran the current version of the GRIMto see
what sort of mark-ups we needed on the increnental
manuf acturing costs in order to acconplish certain
outconmes. And here | wanted to see what woul d be the
mark-up I would need at the different efficiency
| evels, to recuperate, to nmaintain the exact sane
i ndustry value of 880 mllion. And what | noticed in
runni ng these scenarios is that the mark-up needed is
very sensitive to the proportion of fixed costs
relative to the total costs. So, that is really what
we are seeing here. And | graphed the ratio of fixed
to variable cost to the change, to the required mark-up
to maintain the industry val ue.

| also tried to see if we could put abound, a
bound on the manufacturer mark-up, back cal cul ating

fromsone potential outconmes. One of those outcones
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bei ng what sort of mark-up would we need to maintain
our NPV, if you wll. That m ght be our higher bound.
There woul d be absol utely no manufacturing inpact from
a higher standard. And the |ower bound, which would
represent the mark-up we woul d need, just, the mark-up
that would result in the industry, losing all of the
capital expenditures to neet this rule.

And what | want to show here, this is the
magni tude of the investnents to neet the efficiency
|l evels. So, for exanple, it costs about 800 mllion
dollars to neet efficiency, in fixed cost, to neet
efficiency levels eight and nine. And the mark-up you
woul d need on your increnental production cost is in
the area of 1.25.

| am pointing this out because we ran the
life cycle costs at 1.18. And what this is saying is
at 1.25, we lose all of our investnents. And ran the
nodel at different mark-up assunptions, 1.18, 1.27 and
1.35. So, 1.35 represents what we are currently
observing as the mark-up over full production costs.
And we see that the reduction in the industry value is
really proportionally, is really tracking the
proportion of fixed to variable costs. And then |I ran
the nodel at 1.18, and | ooked at the industry val ue.

And as you can see, as you get nore stringent, the
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i ndustry val ue drops dramatically, to an unsustai nabl e,
you know, much bel ow zero industry val ue.

We have created a second venison of the GRIM
which is able to anal yze the manufacturing effects of a
two tier standard. One of the caveats there is that
the assunption is that the costs of neeting those
standards woul d be additive. So, when you do an
analysis with the two step, the two step GRIM we have
[imted your choices as a first choice in the zero to
25 range, and a second choice in the 35 to 50 range.
And the GRIM assunes that the investnents done to neet
the 20 percent efficiency standards will be depreciated
over the length of tine that that first phase is in
effect. And that all new investnents will have to be
made to recover, all new investnents wll have to be
made to have that second standard be net.

It is our intention that we will use the ful
range of data that was submtted for manufacturing
costs. W will be preparing a revised version of the
CRIM that instead of having only the shipnment wei ghted
averages, we wll have all the percentile values. That
will allow us to do scenario analysis, conparing the
i npacts of 25 percentile costs fixed or variable, with
shi prent wei ghted or 75 percentile. So, we wll get an

i dea of the potential distribution of those inpacts.
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Also we would like to work wth AHAM to be
able to run full Modnte Carlo analysis on the actual
data submttal and present the results. But, we would
be doing that only once we have the shipnents fromJim
that will be used, the final shipnments fromthe NES
nmodel , just to cut down on the burden.

And this figure just shows how we woul d be
using the cost and shipnments which are residing at
AHAM cal cul ati ng the manufacturing inpact separately
for each manufacturer and aggregating those into an
i ndustry cash flow, which would then be part of the
public record.

Are there any questions on the |ast series of
slides or observations or is it too nmuch, did | rush
through it too quickly?

| will push on.

Now, the second phase, if you will, of this
analysis is to take the industry cash flow that we have
produced and to visit each manufacturer individually
and get a sense of how representative that industry
cash flowis to each of their particular situations.

And to be able to do that we will be equi pped
wth two tools. W will have the industry cash flow
and we will also have an interview questionnaire. And

we have provided a draft of the interview
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guestionnaire, with the materials to this workshop.

And what we are hoping to do within this comrent

period, and in the subsequent weeks, is to refine the
guestionnaire. Wat we are trying to do is capture
all, as many of the potential issues as possible in the
guestionnaire. So, then when | am conducting the
interviews, we cover all potential and inportant

I Ssues.

M5. NADER. M ke, | amsorry to interrupt, but
we have an opportunity here. Dan Reicher is with us
and has a very short period of tinme that he can spend
with us. So, may | ask your indul gence and take a
break from your presentation for just a few m nutes?

MR. REICHER: Yes, | apologize to break in
right now, but wanted to --

MR. BERRI NGER: Coul d you step at the podi um
pl ease, the m crophone.

MR. REICHER Yes. | am Dan Reicher,

Depart ment of Energy.

| apol ogi ze for breaking into the neeting.
amthe Assistant Secretary for Efficiency and Renewal s
and I, first of all, wanted to thank you for com ng
today. | know it has been a long, but |I hear it has
been quite a fruitful nmeeting. And | wanted to

enphasi ze to you how nuch we appreciate this input
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because as you all know, we are in the m dst of
reinventing this process and this is one of the early
rul emaki ngs out of that reinvention box. And we want
to make sure that we take the right steps that wll
lead to what we are very commtted to, which is putting
out this rule by Septenber of 2000. W are very much
commtted to that, commtted to that schedule. And we
will do all we can to get there. W are working on
both the policy side and the budget side to make that
happen. And it is neetings like this where we can
ventilate issues early, we can get themresol ved and we
can nove forward. That | think is extrenely inportant.
| think that the role of the Advisory
Comm ttee on appliance efficiency standards, which sone
of you are nenbers of and many of you have attend the
nmeetings, also has hel ped us nove this forward and hel p
shape sone of what is being discussed today. | know
there are sone issues that conme out of that Advisory
Committee that you are taking up today, and | know
there are sone differences of opinion, but fromwhat |
amtold, we are naking sone progress. And people,
increasingly, are confortable with the process that we
have put in place to try to nove this standard setting
forward, along with the other three mgjor ones that we

are wor ki ng on.
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So, | am again, thank you for being here.
Thank you for your commtnent to this. Qur comm tnent
to you is to run a very fair and very open process, to
take all points of views, to do as nmuch analysis as we
can realistically do to get answers to things, and to
be tinely in how we conduct ourselves and stick to our
schedul e, so that we can put out a standard that has
got as nuch support as it possibly get by Septenber of
t he Year 2000.

So, thank you.

M5. NADER: Thank vyou.

MR. REI CHER: And happy holidays to you all.

MR THOVPSON: Il will just quickly review
sonme of the main topics of the interview questionnaire.
W will be interested in having a better understandi ng
of the current organi zational characteristics of the
various firns, understanding the industry
infrastructure, buyers, suppliers. And in any way in
whi ch these m ght be influenced or inpacted by the
rul e.

W wi Il be conducting or conparing the
manuf acturing cash flow anal ysis performed for the
industry, with any differences or significant variances
with particular situations, existing at different

manuf act ur ers.
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W will, we are interested in understandi ng
any conpetitive inpacts that the rule may have on
various firmns.

The big issue in the ballast, | amnot so
sure here, the enploynent inpact assessnent, how woul d
the decision to go to a nore stringent standard inpact
manufacturing in certain facilities, potentially
cl osi ng sone or opening ot hers.

Al so | ooking at the inpacts of the rule on
any of your current assets. Wuld sone of your current
assets be sonehow stranded as a result of this rule?
And this could apply also to of your major suppliers.

The next few slides only detail a little bit,
each of the topics that | just brought up for the
survey. And | invite you read them at your |eisure.
But, nost of all, to comment back on how | can inprove
t hat questionnaire.

One very inportant distinction, or very
i nportant el enent of the subgroup analysis is to be
able to report back how sonme manufacturers may be
i npacted nore or less or just differently from ot her
manuf acturers. And in so doing, | hope to be working
wi th the various groups of manufacturers to be able to
report those inpacts in a way that preserves

confidentiality, but shows a clear signal to DCE s
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deci sion makers, as to how that average manufacturer,
how t hat average industry inpact may, in fact, fal
nmore heavily on sone groups rather than others.

MR JONES: Yes, Mchael, Earl Jones here,

Do | understand that in this section or this
section of your presentation, focuses on sort of
qualitative issues?

MR THOVPSON: That is correct.

MR. JONES: That this results in sonme kind of
a narrative.

MR, THOVPSON: Absol ut el y.

MR, JONES: Wth suppl enments, what cones out
of the first piece.

MR. THOWSON: Right. The first piece is
strictly by the nunbers. And we are |ooking at overal
i ndustry aggregate inpacts in terns of nunber of total
investnments in dollars. And the potential inpacts on
dollars for the overall industry.

The second phase we nbve into one on one
interviews, and then we explore how those inpacts may
be different, the quantitative inpacts may be different
for them But, nore than that, we would |ike to get
into nore qualitative inpacts or assessnents. Such as

decisions to invest or not to invest in new product
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lines, you know, |eave the business entirely, things
like that. And the result will be, the reported inpacts
woul d be the industry cash flow analysis. |If we can do
it without confidentiality issues, we could report a
cash flow analysis for a subgroup of manufacturers,
whi ch woul d be inpacted differently. And then there
woul d be a narrative which would foll ow the outline of
the questionnaire. And that is why | urge you to spend
considerable tinme making sure that the questionnaire
covers all the issues.

Davi d?

MR. GOLDSTEI N: Yes, David Gol dstein, NRVC

Hopeful Il y your discussions with manufacturers
can help to reconcile quantitatively a di sconnect that
seens to be comng up fromthe prelimnary work that
you have presented, which is that your prelimnary
anal ysi s suggests that the industry is worse off by
producing lots of products at a high efficiency |evel.
Yet, conpanies that are produci ng noderate anounts, the
sanme products, at the sanme efficiency levels, are
reporting to Wll Street that they are making | ots of
nmoney on that.

MR, THOVPSON: Let nme give you ny two second
expl anation for that.

The manufacturers will invest where there is
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a conpetitive advantage to be gained. And that may be
very short lived conpetitive advantage. But, to invest

inonly neeting the bare mninmum | think it is

different. So, | don’t think there is a disconnect
there. | think there is just a different phenonena. Do
you understand? | nean, there are --

MR. GOLDSTEIN: | don’t think that is a
sufficient explanation. | think that if anything it
shoul d cut the other way, because if you have a
standard, a manufacturer can count on his market share
being relatively predictable, relatively the sane
| evel s, and so that you know that if you make an
i nvestment, you can predict production |evels and you
will get it right. Wereas, in this market place, you
make an investnment, you are taking a wild guess at
production levels. You could be way off, and bei ng way
of f by over optim stic hurts you.

So, the additional certainty in standards
woul d make that actually nore profitable. So, there
are factors that cut both ways. It is not the sane
situation, but | think the interviews mght be able to
hel p you | ook at the quantitative analysis. That is
you ought to be able to start off with the industry
guantitative analysis, and turn a couple of levers and

knobs to be able to predict what has already happened
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out of the nodels. And then --

MR, THOVPSON: | agree with your general
statenent that there is a lot of value in the interview
process, which will help to understand a |lot of the
quantitative phenonenon. In terns of the exact
exanpl e, | guess we could got a great |ength.

MR. GOLDSTEIN: Yes, the exanple was --

MR, THOVPSON: Ckay.

MR. GOLDSTEIN: | wasn't trying to get too
speci fic.

MR THOWPSON: Ri ght .

MR. GOLDSTEIN: The ot her issue concerns, you
have anal yzed the inpacts of the standard as if it were
real sinple. You set a standard in a given date,
everyone gears up right before it, they neet the
standard that is all that happens. This product isn't
going to work that way. Because a couple of conpanies
have al ready made investnments that at |east, partially,
| would claim are in anticipation of their being a
st andar d.

MR, THOWPSON. Have you been talking to
Charlie Stevens?

MR, GOLDSTEIN: No, sonetinmes ideas are just
so obviously right, that people --

VMR, THOVPSON: No, we -- David, we wll --
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MR GOLDSTEI N: There are issues of

uncertai nty about investnent and stranded investnents
that are bigger, unquestionably bigger in the base
case, that need to be analyzed here. |If you have a
conpany that is nmaking an investnent based on a project
of growth in high efficiency products, and the
utilities drop out of the gane in five years, which
they may or may not do, and the voluntary prograns |ike
Energy Start, don’t work or aren’t funded, which isn't
a surety, but it is a possibility. That is an inpact
of the base case. And in order to be even handed, you
need to look at that in the distribution functions,
just as you are |ooking at the inpacts of standards.

And | think you also need to | ook at the
question of what if manufacturers find that it is nore
to their benefit to gear up slowy, piece by piece for
a standard and try to work with the voluntary prograns
to sell those products on a non regul ated basis in the
first, inthe third year, the fourth year, before the
standard goes into effect.

MR. THOVPSON: There are sone el enent of
what you said that definitely will be captured in that
we w il have, we wll be tracking the shipnents and the
grow h in shipnents of higher efficiency products, you

know, linking with the NES.
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So, those investnments will be nmade and
tracked. So, that will noderate, if you wll, the size
of the step function. But, | amnot sure that we can
capture all of what you said. That is why the
qualitative discussions, | think wll be inportant.

MR. GOLDSTEI N: The point | am maeking is that
given the size of this investnent, your analysis is
al ready pointing out this is an unusually |arge
i nvestnent for appliance efficiency standard. It seens
to me that many manufacturers will choose not to nmake
that in a lunpy fashion. But, wll rather try to make
it early and nake sonme profit on the product before it
is required, perhaps by marking it up nore and
differentiating thenselves as current manufacturers are
doing. That is sonmething that needs to be in there, in
t he standards case.

And in addition, or separately fromthat, the
base case has to incorporate the reality that you
cannot predict saturation of high efficiency machines
relative to low efficiency ones. And that uncertainty
is a business risk and it is not cost free.

MR. THOWPSON: But, it may be symetrical in
that higher risk has higher potential payoffs.

But, we are really getting into anal ytica

details, | think, that I wll be happy to talk to you
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about .

As | have nentioned, we have al ready, DOE and
myself, met with the Departnent of Justice on two
occasions, concerning this and other rules. And they
pl an on playing a very active role in hel ping us, for
exanpl e, devel op the interview questionnaire, and they
will be nonitoring, if you wll, the analysis and
maki ng sure that their data needs are net to the extent
possible, to facilitate their own tasks when they have
to do their DQJ review

Just to nove on to the next steps. This, as
| mentioned, this analysis is really very closely
linked with all other sections, all over sections of
the analysis. And the current sequence is that the
consuner analysis wll give us sone idea of the
custoners willingness to pay, if you will, or the
elasticity. Those elasticity values will be used by
Jimto devel op shi pnent forecasts. And the shipnment
forecast devel oped for the NES spreadsheet, will then
be used in the GRIM

So, the sequence of events, | plan on
initiating dialogue with manufacturers on the one to
one basis, during the winter. And to begin, first of
all, making sure that we have the best possible

instrunment that we can, begin getting a grasp on sone
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of the mmjor issues.

Once we obtain the shipnents from NES, that
is when we will finalize our scenarios for the industry
cash flow. And visit the manufacturers with that, those
cash flow scenarios and with our interview guide and
report back, we will be beginning the interviews in the
Spri ng.

Any questions on the schedule, the tine line
as it --

MR. HAWKINS: This is Larry Hawkins, G E

Your handout package, M chael, has a
different first bullet date, February the 2nd versus
January 15t h.

MR, THOVPSON: | am sorry, what happened
there is that | had taken 30 days as a comment period
for this workshop, and we just heard that the workshop
Wil be nmade to coincide with the ANOPR comment peri od.
So, the February 2nd is the correct date.

That conpletes this presentation. | wll be
standi ng around after the neeting and I wll be happy
totalk to any of you about this in nore detail.

M5. NADER: Thank you very nuch.

MR. MONTUORO | have a comment. | am Lou
Monturo with Amana Appliances. And we presented data

earlier that, on a cost tear down analysis of two H
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axi s machi nes in another high energy, efficiency
machi ne.

MR THOWPSON: Yes.

MR. MONTUORO WII that data be, will that be
additional data to be incorporated into GRIMor is
there going to be sone type of reconciliation done with
that data, with what AHAM initially has supplied?

MR. THOWPSON: No, that data was, | am not
sure what data you got, so -- The data that we will be
using is data that was supplied to AHAM You nay have
supplied data directly to Steve for the purpose of the
reverse engineering. | don’t have that data.

MR, MONTUORO No, | just nean we anal yzed, we
did a tear dowmn of the two H axis nmachines and the
Wi rl pool prototype. |Is that financial information
that was generated to be incorporated into this nodel ?

MR, THOVPSON: Not as such. | nean, one way
that we can, for exanple, nodel the inpacts no | ower
vol une manufacturers would be to take the production
nodel that Steve prepared, and run the nodel at | ower
volunes in slightly different production configuration
and get an idea of what sort of costs are involved in,
differential costs between high and | ow production
manuf acturers. So, that is one way we could use the

nodel . But, the information per se is not part of the
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GRIM

M5. NADER: Thank you, M ke.

| know there may be ot her questions and
comments and | regret that we sinply don’t have any
nmore tinme for that now. And would encourage you to
talk to Mke in the next few m nutes when, since he has
said he will continue to be avail abl e.

MR. BERRINGER: Or an opportunity to submt
witten comments al so.

M5. NADER: Yes. Thank you.

Ji m McMahon, patient soul that he is, now has
three additional areas he is going to cover. Indirect
enpl oynent, environnental assessnent, and utility
i npact analysis. And Jim | amsorry the time is so
constr ai ned.

PRESENTATI ON BY JI M MCMVAHON

MR, MCMAHON: Ckay. The first topic is
i ndi rect enpl oynent i npacts.

Ckay. I ndi rect enpl oynent inpacts.
Standards coul d effect consunmer spending in tw ways.
We expect that standards w il increase the purchase
price of regul ated products and decrease consuner
energy and wat er expenditures.

The direct enploynent inpacts have just been

described by M ke Rivest and those wll be analyzed in
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t he manuf acturer inpact anal ysis.

There are al so indirect enploynent inpacts by
whi ch we nean net jobs, created or elimnated in the
U.S. popul ation at |arge, as a consequence of new
energy efficiency standards.

Currently residential energy consunption,
energy expenditures, this is for 1995, were 129 billion
dol l ars. Possible energy efficiency standards are
expected to reduce those expenditures. And as the life
cycl e cost denonstrates, usually the projected increase
i n equipnment prices is overcone by decreases in energy
expendi tures over tine.

The proposal is to use an input, output nodel
to estimate the effects on other sectors of the econony
fromthe changes in consuner spending.

In this case, the nodel is a nodel called
Inbuilt. This is based upon a comrercial product
called Inplan, which is available for purchase.

However, you will be happy to hear that in this case,
t he Departnent of Energy has taken the commerci al
product, devel oped a spreadsheet version of it that is
sinpler, and is able to give away the spreadsheet
version of it. So it is fully avail able and
docunent ed.

This was done by Pacific Northwest
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Laboratory. | believe there are two vol unes of
docunentation and we will be happy to have those put on
t he record.

The U. S. Econony is characterized as
i nterconnection anong 35 sectors. The 35 are those
that are inportant to building energy consunption. The
ot her sectors are the econony that are not expected to
be affected, have been aggregated.

The input into the nodel are shifts in
expenditures due to standards. There are two of those.
The equi pnment expenditures and the interview
expenditures. These will conme fromthe National Energy
Savi ngs spreadsheet.

And then the output will be the change in
enpl oynent by sector as a consequence of the new
st andar ds.

VWhat do we expect to find? W expect there
w Il be reduced spending for energy and water. That
may cause reductions in enploynent in the energy and
wat er supply sectors. There will also be a shift of
spendi ng away from energy toward ot her sectors, and
that could potentially create jobs in those other
sectors. So, the net result will be the net job
creation or elimnation by sector will be estinated.

Are there questions on this?
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M5. NADER: Ri chard?

MR. BEST: Yes, Richard Best, Whirl pool.

Are you going onto another topic from here?

MR MCVAHON: Yes.

MR. BEST: kay. Because | do have a comment
here and | think it is relevant to going in the record
her e.

When you are | ooking at indirect enploynent
i npacts, it seens as though the nodel is basically one
of, wiwthin the contents of the United States. And ny
comments are related to this. You know, the U S
appliance industry is unique. And one thing unique
about it, is over the past generation nost of us
wat ched as the Anmerican auto industry was basically
di smantl ed. W watched our consuner electronic
i ndustries nove overseas. But, through it all the
appliance industry remained in tact and fairly healthy.
And we did it through invocation, cost, and
productivity and passing those things onto the
consuner. The prices of appliances today are basically
at the sane price they were a generation ago, even
wi t hout inflation.

| think the issue here is one that this rule
will force a lot of investnent on the manufacturers and

significant changes to the products we are going to
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produce. The question is how much investnment, how soon
and how significant will the changes be? And ny
comments are that froma gl obal perspective, we have
anot her enpl oynent potential inpact here, that needs to
be considered in the rulemaking. First of all, the
appl i ance industry, global conpetitive posture is going
to be threatened just by the diversion of major

techni cal and financial resources during this rule
maki ng peri od.

The second is that this, the playing field in
the US will be level for all conpetitors on a gl obal
basis if it is a major change to our nmarkets. And nost
of the productivity gains nade over the years by U S.
conpani es, could be w ped out by these change overs to
new products and processes if there is not sufficient
time to allowthe transition in a snmooth manner. And
for us to reestablish our global conpetitive | eadership
that we have worked on for the |ast several decades.

And the last point is that global pricing, or
conpetitive pricing on these products could double or
triple as pointed out many tinmes in these argunents,
and that just rises the probability of an inport market
taking place. Thank you.

M5. NADER: Thank vyou.

MR. MCMAHON: Thank you, Dick.
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(Pause.)

MR, MCMAHON: Ckay. Moving to the next topic
on the agenda. You have a handout call ed Methodol ogy
for Uility and Environmental Analysis. These are
conbi ned into the one handout.

MR. JONES: Oh, excuse me, Jim Earl Jones
here. | was just trying to digest sonme of the previous
comments. You know, | don’t understand what this
enpl oynent inpact, what it will do? DidIl mss that?
O how does this thing work? Are you telling nme that
you are going to do sonething, but you don’t know what,
howit will be done? |Is that what | understood?

MR. MCMAHON: No, that is not what | said.

MR. JONES: Ckay. So, what then, what did

you say?

MR. MCMAHON: Let me try and restate it.

The net hodol ogy here is an input, output
nmodel . That divides the U S. econony into sectors, and

specifies the fl ow between one sector and another. And
what we are saying is that the standards w |
presumabl y affect consunmer expenditures in two ways.
They will --

MR. JONES: Well, | understand that. |
under st and everything you have on this paper, because |

think it is fairly good English. But, | still don't
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what the hell it neans at the end of the day. In other
words, what, what will, what is this analysis going to
provide? It is going to sonehow determ ne, and | guess
| can’t understand fromwhat is here, howit is going
to determine that, what is going to be the net addition
or gain? And how, what information wll go into
deci di ng what, whether it is up or down?

MR. MCMAHON: In sinplest ternms, if there are
i ncreased expenditures into a sector, if consumers, for
exanpl e, hypothetically, were to purchase sone other
product wth the noney that they saved in energy, then
presumably that sector would respond by selling that
product to the consuner. And that increase in sales
m ght lead to increased enploynent in that sector.

MR JONES: VYes.

MR. MCMAHON: So, what the nodel is doing, is
t aki ng a snapshot of the current econony, and what the
current flows are, and then we are inposing upon that a
probati on where we say, instead of this noney being
spent on energy, it is now spent on other things.

MR. JONES: Right. And howw |l you, what are
the assunptions which say that those are additi onal
dollars represent X or Y jobs?

MR. MCMAHON: Associated with production in

each sector are workers. And the idea is that if
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production increases there will need to be nore
wor ker s.

MR. JONES: And there is sone formula based on
the particular industry which says that in the, in the
entertainment industry or the travel industry or the
construction industry, if people spend nore or less in
those areas, there is a differential nunber of jobs
added or lost? O is there just a nunber that applies
across the econony?

MR. MCMAHON: The forner.

MR. JONES: The forner. So, then, so and the
i nformati on which says what the inpact is by particular
sector, is sonmething which you all are developing or is
avai | abl e ot herw se?

MR. MCMAHON. W have not developed it. It
has been devel oped. There are good accounts of the
Nat i onal Econony al ready devel oped. This is using a
nodel that already exists.

MR. JONES: Ckay. So, then, totally aside
fromthe question of energy and the inpact of
standards, you are saying that there exist a nodel
somewhere which says, that if expenditures increase in
a particular segnent, or sector of the econony, that
equals X or Y jobs?

MR MCMAHON: Yes. That is correct.
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MR, JONES: Ckay. And you are going to

pi ggyback on that by saying if we divert the expenses,
the expenditures previously used for energy and water,
and nove them over here, then it wll have the sane

i npact ?

MCMAHON: That is correct.

JONES: kay. Thank you.

NADER: Carry on.

2 » 3 B

MCMAHON: The next topic is utility

anal ysis. The purpose of the utility analysis and we
have used the utility in a couple of different places.
In this case we are neani ng energy supply sector, the
utilities that supply electricity and gas.

The purpose is to estimate the effects on
those utilities fromreduced energy sales due to the
new standards. The nethod is to use the NEMS nodel,

t he Departnent of Energy, Energy Information
Adm ni stration, National Energy Moddeling System W
are calling it NEMS-NAECA, because EIA is very
proprietary about their nodel. [|f anyone el se uses it,
we have to renane it, so that it is not confused with
the official DOE nodel. So, we are calling it NEMS-
NAECA. It is an exact copy of the official DCE nodel.
It is an integrated nodel of the U S. Energy

sector. It includes all supply and demand. It is
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publicly available. And it contains a forecast through
the Year 2020. There are al so extrapol ati ons done out
to 2030 for FEMP. And we intend to use the Departnent’s
extrapol ati ons rather than our own.

The current basis to date has been the annual
energy outl ook 1998, within the last nonth, the annual
energy outl ook for 1999 has been made public, over the
Thanksgi vi ng weekend. One of our staff canme to the
Departnent and captured a copy of the 1999 nodel and
brought that back to LBL. So, we will be using that
one in the future.

The inputs to the anal ysis are annual energy
consunption and savings by fuel type fromthe National
Energy Savings spreadsheet. All the other inputs wll
be consistent with those used by the Departnent of
Ener gy.

The output, the nodel as | have said, bal ance
all supply and demand. So, it wll be given the
savings fromthe standards and then it wll conduct its
bal ance. That balance will potentially affect price as
well as the supply of energy. And we will report back
then the change in energy sales and price by fuel type
and by region. W can also report back the change in
the mx of electricity generation, if any. And the

change in new capacity construction, if any.
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MR ROSENSTOCK: Could | comment?

MR MCVAHON: Yes.

MR. ROSENSTOCK: St eve Rosenstock, Edison
Electric Institute.

Maybe nore of a nonen clature than anything
else. This kind of nodel is still kind of working on
the assunption of, at least as far as | see, vertically
integrated entities, whether it is gas or electric.

And since we are projecting forward in the future, when
you are doing this type of an analysis, when you are
get right down to it, howis it going to affect the

el ectric generation conpanies, the natural gas
suppliers, production conpanies, the electric

di stribution conpani es, and the natural gas

di stribution conpanies? | will |leave oil out as a
separate kind of entity, since it has been deregul at ed.
| woul d propose those kind of four categories, because
basic, or these distribution conpanies, because there
are going to be different view points, depending on
what part of the sector you mght be in. And | think
that, as just a generation supplier versus a

di stribution conpany, there m ght be different
attitudes in terns of, or different inpacts on, from
new st andar ds.

So, part of is that. And | guess the other
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thing I wanted to state was, the other itemwas, the
fact that wwth a | ot of the new technol ogies, wth the
new nerchant plans going on line, especially in New
Engl and, and California and actually in several parts
of the country, the inpact of nmerchant plans and the
wld card especially of distributed generation. Wll,
i ncrease enphasis on conbi ned heat and power systens,
and distributed generation, which is really, let ne get
right down to it, you know, on site generation systens
and the fact that several |arge conpanies are investing
capital to, you know, sell and service the systens

t hroughout the United States. | think there is going
to be alot nore, | will say wild cards, for lack of a
better word, in ternms of this type of analysis that |
am not, you know, again, | amnot, | ampartially
famliar wwth it, I amnot totally famliar with it,
but I think they are going to have a significant
inmpact. And they will have an inpact in terns of, you
know, what, you know, customer self generation,

guess is the other word to say it. All of these
factors are going to, you know, play into NEMS and
ideally they will be accounted for, because they wll
have an i npact when you get down to heat rate
conversions as well, you know, onsite electrical or

natural gas type of usage.
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| nmean, well, especially on the commerci al

side. Even residential, for exanple, if you are

generating electricity on site, sone of the, I wll
call it the waste heat, m ght be used for thernmal
applications, base heating or water heating. Well, if

you reduce your, if you are having, if you are
producing it on site and you are reducing the usage of
the water heater or clothes washer, are you, what
exactly are you saving, if it is just basically, | wll
say “waste heat.” | don’'t want, you know, it is not
necessarily waste heat, but I wll just say it, it is a
generation process. It could be considered extract
heat .

So, | nmean, this is just sone of the issues
that ideally could be, need to be addressed in this
type of analysis. Because it will, it will have an
i npact on your final nunbers when you get to the
Nat i onal Energy Savings. Thank you.

M5. NADER: Thank you. At the m ke?

MR ECKMAN: Tom Eckman, Northwest Power
Pl ant Counci | .

Jim does the NEMS nodel take into account
the reduced energy consunption due to the water
savings, at the treatnent facility?

MR MCMAHON: | don’t know the answer to that.
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| have not checked. We will check that.

MS. NADER: Yes.

MR. MORRI S: Wayne Morris with AHAM

| have a question, Jim in ternms of the
utility inpact situation.

In the ANOPR, it states that you are | ooking
at an utility analysis in ternms for a baseline versus a
standards case kind of scenario, | believe. Does the
basel i ne assune the inpact of the nost recent
refrigerator rule and the roomair conditioner rule in
terms of this, since they will be also taken into
account when you do or at |east the Departnment wll be
taking theminto account when you do the nultiple
scenari os of standards cases on manufacturers.

MR. MCMAHON: Are you tal king about the rules
t hat have already been finalized?

MR MORRI'S: Yes.

MR. MCMAHON: Yes, it does.

MR. MORRI S: Thank you.

M5. NADER: Thank you. d enn?

MR. SCHEEDE: d enn Scheede. | just think
that if people are not famliar with the NEMS nodel,
and how this thing is devel oped, you ought to get
famliar wwth it, and you ought to recognize that it is

fundanmental | y behind what is happening in the industry.
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It is always a couple of years behind, because the
industry is changing a lot and the NEMS nodel is
heavily based on historic data and historic

rel ati onshi ps and historic algorithns.

So, if you are assuming that this is a good
predi ctor nodel, it is, they try, they try hard to do
it, but it is inherently behind. And if you are
concerned about some of the things that Steve talked
about, you ought to get famliar wth the assunptions
that drive that nodel, because they are not necessarily
up to date.

M5. NADER: Thank vyou.

MR. JONES: Earl Jones, here. Again, | have
a question. | just want to know, again, Jim wth
respect to both these analysis or nodels, that you just
presented. How nuch of the data is available to the
peopl e who are in this roonf

MR. MCMAHON: Al l of the data.

MR JONES: Al of it is.

So, if you wanted to find the information
that supports this indirect enploynent inpact, where
woul d you find that? Wlere is that? Is that in --

MR. MCMAHON: There are two reports fromthe
Paci fic Northwest Laboratory.

MR JONES: | amsorry?
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MR. MCMAHON: There are two reports fromthe

Paci fic Northwest National Laboratory, that are
avai | abl e.

MR. JONES: They are not in any docunents
provided so far, are they?

MR. MCMAHON: | don’t believe so.

MR. JONES: Ckay. And | amjust curious,
Bryan, is it the Departnent’s intention to sonmehow put
those in the record or are we suppose to go get them
fromthe | ab?

MR. BERRINGER: If they are publicly
avai lable, we will get copies of them W wll nmake
sure, you know, anybody that requests them we wll get
a copy to you.

MR JONES: So, is this a request or do you
want nme do to sonething other than nake it now?

MR. BERRI NGER: No.

MR, JONES: Ckay. Thank you.

And then what about the second one, the NEMS,
that is a DOE devel oped, if | understood, nodel.

MR. MCMAHON: That is correct.

MR. JONES: Which is avail abl e where?

MR. MCMAHON: From the Energy Information
Adm nistration in this building.

MR, JONES: Ckay.
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M5. NADER: Thank you. O her questions?

Addi ti onal comments?

MR, MONTUORO Lou Montuoro, Amana Appl i ances.

| need to go on the record wth a couple of
comment s.

Nunber 1, Amana would like to officially
request an extension to the February 2nd comment
period, for two nonths, to go from G oundhog Day to
April Fools Day. As our friends in Wirlpool so
el egantly put, this is an inportant issue. W are
doing the best we can to understand the nodel, how it
af fects our conpany. And we will be able to give you
better quality of feedback back

| think this was, it was, it happened, you
know, the ANOPR cane out right before Thanksgiving. It
cones during corporate holiday tinme. | think it was

probably del ayed because of the conplexity of the

si tuation.

So, we are officially requesting that.

And the second item there was sone cost
information, | wasn’'t sure if it was sensitive or not,

on tear down analysis of the H axis machi nes, not the
prototype. And we would like to obtain the data from
that, if that is publicly available. A and I think

that is public data and we should be able to get that.

EXECUTI VE COURT REPORTERS, | NC.
(301) 565- 0064



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

258
MR. BERRI NGER. And the reason you say you

need two nonths for the extension of the coment period
were reasons of holiday, is that an absol ute necessity?

MR, MONTUORO Well, the question is how nuch
time we have to anal yze the inpact on our conpany and
give you a response with data. And right now we are
| ooking at a February 2nd date. And it is very
inportant to our conpany and we are working on it, but
obviously we will be able give you better information,
better feedbacks if given nore tine. The question is
what is reasonable? So, we think it is reasonable
to ask for a two nonth extension.

MR. BERRI NGER: Ckay. And does anybody have
a cal endar as far as when that woul d be?

MR. MONTUORO April 1st. Two nonths. That
woul d be a Thursday, April 1st.

MR. BERRI NGER: Were you finished?

MR, MONTUORO. Yes.

MR BERRI NGER. Okay.

M5. NADER: Yes, M ke?

MR. MCCABE: This is Mchael McCabe wth the
Depart ment of Energy.

The foll ow up question, Lou, wth respect to
additional tinme, if you could be nore specific as to

what parts of the analysis that you woul d need
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additional time, because for exanple, with what M ke

Ri vest of ADL had presented on the manufacturer inpact
anal ysis, there are going to be a series of one on one
nmeetings that will be taking place. And if you need
additional tinme to provide input on the manufacturer

i npact analysis, there will be that exchange during the
February and March tine frane. If it is additiona

time to cooment on the NES analysis or life cycle cost
anal ysis, we woul d appreciate sone of those specifics.
The request will be considered by the Departnent as Dan
Rei cher indicated, he is commtted to issuing a final
rul e by Septenber of 2000. And that any request for an
extension of the comrent period, you know, that he wl|
eval uate as to what inpact that will have on the
schedul e and would be interested in others, in what
they woul d have to say as far as what the additional
time would be of value to them But, particular with
your request, you know, if you could provide sone nore
specifics as to the areas of the analysis that you
needed the additional tine.

MR. MONTUORO Sure. Right now, of course,
what is inportant to us is do our financial nodels
represent our small manufacturer. W are doing the
best we can to understand that. W understand there

was aggregate data provided by AHAM So, we woul d
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understand that along with our options. The ANOPR
think delineates, | think it is about 11 itens, for
comment on, including sonme of the things we have
covered, the product class size, the detail on retai
mar k- up assunptions, information the elasticities. |
t hought the ANOPR was asking for responses to those
items. And to give, to give response to those itens
and the work on those, those are the basic itens that
we tal ked about before this neeting. Since com ng
yesterday, | found out that there is going to be sone
additional interview ng processes with our conpany,
which is good. But, nonetheless, to respond to the
ANOPR and all the itens that are listed in the ANOPR
all the conplexities that we are tal king about here, we
are asking for an extension from February 2nd.

M5. NADER: M ke, do you have anything el se?

MR. MCCABE: | will stay here because |
suspect that there will be sone nore.

M5. NADER: Ckay. Thank you. Yes?

MR. MORRIS: Wayne Morris with AHAM

We polled our nenbers and a majority, not a
unani nous position but the majority of the nenbers did
ask for an extension of tinme to respond to the itens
that are in the ANOPR It is a particularly difficult

time period wwth the holidays. A nunber of trade shows
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that do cone about in January and February of this
year, with the International Housewares show in Col gna.
As Lou pointed out, there are quite a |lengthy period
of , anount of materials in the ANOPR that are asked for
responses to. Qur nenbers did feel that additional
tinme i s necessary.

The amount of time seens to vary between 90
days and 60 days, 45 days. But, | think Lou s proposal
of 60 days is probably in the ballpark of where the
majority of conpanies that wish an extension to be. As
| said, this is not an unani nous opi nion by any neans,
but it was a majority of the conpanies that we polled.

M5. NADER: Thank vyou. St eve Nadel ?

MR. NADEL: Thank you. | guess we have
substantial problens, as no one would be surprised,
with a request for extension. Wen the process
i nprovenent rule cane out, rules were suppose to be
conpleted within three years. This rule is suppose to
be an accelerated rule because it already started. W
are now nore than three years into it, at |least two
years to go. Now, we want to extend it further?
think a tradeoff was made during the process
i nprovenent, that basically said, we are going to have
nore frequent reviews, but we are going to have shorter

reviews. |If we are going to have nore frequent reviews
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than |l onger reviews, it just doesn’'t work. So, | think
peopl e have to nmake a basi c decision, do they want a
few long reviews or nore short reviews?

| woul d ask the gentleman from Amana, you
know, on top of DOE s request, what particul ar things
they do, if he sees sone particul ar areas subsequently
in this schedule, where, gee, if you take two nonths
here, we can cut a nonth here and a nonth here. That
is reasonable, | think. It would be very helpful to
have those suggesti ons.

| had al so observed that, at |east fromny
readi ng of the ANOPR, nost of the issues that are here
are just a restatenent of things that we cane up with
during the |l ast workshop. | don't see very nuch new
material. The only real significant new material is
the reverse engineering on a few nore nodels. But, |
mean, when | reviewed it, ny thing was, gee, maybe we
shoul dn’t have had that |ast workshop and comrent
period. W are just repeating that. | would think the
time woul d be better spent el sewhere. But, if people
want nore conments now and then we will just go
straight to ANOPR, short period and then straight to
final rule, we can. But, | don’t think this is the
pl ace where the tine is best spent.

M5. NADER: Thank vyou.
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MR, THOWPSON. M ke Thonpson, Whirl pool

Cor por ati on.

We are one of the conpanies that did object
to an extension of the comment period. W all know
that DOE is years behind on pronul gation of a final
rule on clothes washers. W all know that DOE
continually has allowed the rulemaking to slip tine
line wise. The last thing that | knew it was going to
be a July extension. This norning | wal ked in,
surprised to see another two nonths slip by. So, at
this point intinme, we vehenently oppose any further
ext ensi ons.

M5. NADER: Thank you. Steve?

MR, ROSENSTOCK: Just a quick question. Steve
Rosenst ock, EEIl.

It says publish ANOPR in Novenber of ‘99 and
then final rule in Septenber 2000. | guess that is
about a nine nonth in-between. Wat is the reason?
Was that increased or decreased or | amjust kind of
curious, it sounds |like sonme people think that it would
maybe i ncrease for sone reason, and maybe that is a
period where you could shrink it. You know, add a
little period here for the coments and then shrink it
back at that final end. |Is that, because OVB or

Justice Departnment reviews are going to take | onger or
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what ?

M5. NADER: Yes, sir.

MR, ROSENSTOCK: That was for DOE, by the way.
That was a question for DCE

VR. MCCABE: Yes, M chael MCabe, DCE

The changes in the schedule that are there
reflect sone additional analysis that upon review could
not be done in parallel but are done in sequence and
series. Particularly, the work that is, discussions
goi ng on or about to start, on the consumer survey,
because that is going to be feeding into the energy
savi ngs anal ysis, which it had not been fully captured
in sone of the earlier schedules. Also, the, sone of
the time periods for sone of the steps in the analysis
or in the process, had been unrealistically short. The
Secretary and OVB revi ewed concurrent and | essen tine
t han what has been done in the past. So, that this is
a schedule that | feel is now, has all the bugs ironed
out and i s reasonabl e and obt ai nabl e.

In | ooking at the request, one of the things
which | will be |looking at in nmaking ny recommendati ons
to Dan Reicher, you know, is again, howw Il it affect
the overall schedule. W have sone analysis that is
underway. Any del ays of 90 days, for exanple, would

affect that analysis. A delay, a shorter delay may not
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affect it, but I amnot sure how short of an extension
we have to get to where it wll not affect it. So, be
| ooking at that. And that is one of the reasons why |
am asking for specifics in order to be able to try to

break up the comments and sone different parts to get

some in earlier. And sonme of the other, |ater, which

may not be on the critical path.

M5. NADER: Thank you. Yes?

MR. MARTIN: M chael Martin, California Energy
Conmi ssi on.

We at the Energy Comm ssion have supported in
good faith NECA, the Energy Policy Act, this changing
of procedures and we desperately want to keep out of
getting into this preexenption and petitioning and al
the rest of it. And ny conm ssioners would be very
upset if I was to conme back and say that this has
slipped yet another couple of nonths, you know. W
have acted in good faith on this, this, these various
different steps. And we need to stick with this, with
what we have, the schedul e we have here.

MR. JONES: Earl Jones, here. G E

| think everybody, | hope has acted in good
faith, and | think certainly the manufacturers have.
These requests for extensions, are not for the purpose

of delaying this rulemaking if you had to collect the
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data and do the analysis, you would understand the
conplexity of what you are asking us to go through. W
have lost a nonth in that process through the holidays.
That is just gone. A request for the additional tinme
is not unwarranted. There is no delay in this process
that you can lay at our doorsteps. |If you want to make
adjustnments in the schedule internally, | nmean, | don't
see any problemwth that. And DCE, you know, have
added, whatever your best guess on that is. But, |
don’t think, nobody should for any nonent suggest that
any part of the delay in this schedule, the slippage is
caused by the manufacturers. It has not been. It is
principally been caused by the Departnent’s own
internal deliberations. And do not put that on our
doorstep. |If there is a problemhere, | ook inside the
Departnent to fix it.

Certainly, this request is reasonable and
there is no reason why anybody should deny it or cast
di spersions on the people who are requesting it, for
making it.

| do want to make ot her comments about the
rul emaki ng generally, when you get into the point, but
| suppose if you are still on the question of the tine
table, I wll defer those.

M5. NADER: Thank you. O her comments on the
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time period?

MR, ROSENSTOCK: Not on the tinme period. Jim
are you going to tal k about the environnental analysis
now? That was the | ast step.

M5. NADER: Let ne just check with Bryan, who
is our | eader here. | amconcerned about the tine. W
were suppose to finish at 4:30 and it is alnmpst 10 to
five now.

MR. BERRI NGER: Yeah, we have the people on
hol d over, that we are going to call in on the consuner
groups. To let them know that we are runni ng behi nd.
And as M chael said, we will evaluate the coment
period tinme. And obviously, we will have to a Federal
Regi ster notice to extend, do an extension. So, we
w Il consider that and get back with everybody on that.

MR, MORRIS: Wayne Morris. Bryan, just, not
to bel abor this, but is it possible to get an answer to
t hat before the holidays?

MR. BERRINGER: W will try to get you an
answer before the holidays.

VR. MCCABE: M chael McCabe. W have got a
meeting with Dan early next week, so that hopefully we
will get his call by then and get it out informally at
| east at that tine.

M5. NADER: Thank vyou.
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MR. MCMAHON. The | ast presentation is the

environmental analysis. It is on the last slide of
t hat handout. The purpose is to estimate the inpacts
fromthe standards on U.S. em ssions of oxides of
carbon, nitrogen and sul phur. The nethodology is to
get the power plant em ssions from NEMS, when we do the
utility analysis, the emssions will also conme out of
the sanme nodel. There are two things that NEMS does
not cover that we will add with spreadsheet esti nates.
One of those is sul phur oxide em ssions fromoil fired
wat er heaters and the other is noxide em ssions from
gas fired water heaters in the hone.

Are there any questions?

M5. NADER: Steve?

MR. ROSENSTOCK: St eve Rosenstock, Edison
Electric Institute.

Looki ng at the technical support docunent, at
Table 12.1, MI/A, what does that refer to? | wasn't
sure what that, was that netric --

MR MCMAHON: | believe that is mllion tons

per year.
MR. ROSENSTOCK: Is that mllion --
MR, MCMAHON: Per anna.
MR. ROSENSTOCK: For anna, mllion nmetric
tons?
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MR MCMAHON: Yes.

MR, ROSENSTOCK: Ckay. Ckay, it says, well,
again, | still get, | have sone problens with this just
because, whether it is really, you know, it is an
energy inpact, not an environnmental because a |ot of
the issues that | said before, about the changing,
especially the changing electric industry, spills over
into this, because as residential custonmers have
choi ces of suppliers, and the fact that they m ght be
able to change suppliers on a yearly or nonthly basis,
sone of these nunbers get very, very interesting. |
mean, it is, you know, with choice there could be sone
quite dramati c changes over the 30 years, is what | am
saying. So, that the CO2, NOX and SO2 nunbers coul d
vary widely from household to household. It is not
just the regional nodel anynore. That is nunber one.
Especially with on site generation and distributed
generation. And those inpacts could also play quite the
role.

Also, as a criticism if you are doing this,
you are negl ecting carbon nonoxide. And particularly
organi ¢ conpounds in the in house conbustion. Wich do
have i npacts, which are em ssions or pollutants,
what ever the word you want to use.

The other thing | was going to say is in
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terms of both the natural gas and oil, it seens that,
you know, the boundary of the systemis a household and
that is it. \Wereas, for electricity, you take it from
outside the house to the power plant or generation
source. | don't want to get in -- versus source. You
know, | don’t want the arrows thrown at nme, but if it
is going to be consistent, then you have to take into
account transm ssion production |osses for natural gas,
as well as fuel oil. | mean, that is, you know, if, if
you want to do that and if you want to, you know,
because there are transm ssion | osses for natural gas.
There are |l osses for oil as well as production in
transm ssi on.

So, | just wanted to put those out there and
especially that, you know, again, assum ng, you know, |
think there are going to be a |ot of changes in the
power sector, especially when people choose their power
plants. And it going to have quite a dramatic i npact
when you | ook outside the house for sonme of the actual,
what is the environmental inpact of the future Energy
St andar ds.

So, those are ny comments. | amglad | nade
themlate in the day, when sone people are tired not to
kill me. Thank you.

M5. NADER: Thank you. Yes, sir?
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MR, GREGG Tony Gegg, Gty of Austin.

| think this is simlar to the other issue of
where they woul d be em ssions savings also fromthe
electric savings at water utility plants. So, | would
like to see if we could, if they are not factored, if
they could also be factored. Thank you.

M5. NADER: Thank vyou.

(Pause.)

M5. NADER: Earl, do you say that you had sone

comment s?

MR, JONES: Yes. Just a mnute, please.

M5. NADER: | would ask that they be very
brief.

MR. JONES: They will be.

Well, | just wanted to sort of |eave ny
comments on the workshop. | still continue to be very

i npressed by the progress that DOE has nmade in the
process inprovenents. And | really nmean that. That is
the positive introduction. And | nean that the --

But, seriously, Bryan, | nean, a | ot of
effort has been put into this and I can see the work
and a lot of it is nmuch nore understandable. Which is
very inportant for nme, at least. But, | am when
cone to the workshops, and this one is simlar in that

respect, | have this sense of progress two steps
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forward and one step back. Because at the sanme tine we
are making these great strides towards understandi ng
and transparency, at |east, speaking in English, etc.
There is a whole another half of this rul emaki ng which
is still very much in the black box. And that | am
afraid is these analysis and these nodels, which we
don’t, | do not understand how it is going to finally
i npact this rulemaking. But, | have this awful feeling
that to spite all the positive things that are
happening, there is this thing waiting out there and it
IS going to bounce.

So, there is a real credibility problemwth
the rulemaking. And I just want to stress the
i nportance between now and the next phase, getting
through the NOPR to try to close that gap to increase
the ability of the participants to understand where
the, how the data is being used, howit is going to
i npact, howit is going to, how the second half, if you
will, is going to now cone back into the picture. And
affect the, what | consider a very good anal ysis having
been done to date. This is a very serious question.
There is a real issue of being able to make this
process work. Let’s understand that we understand,
that we know that everybody is not going to be pleased

the way this thing works out. That is the way the
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process works and that is just the way it falls.

But, in the process of doing that, people
shoul d have cl ear understanding of how they are going
to be inpacted. And there should be few surprises.

And | am concerned that there will be nore surprises in
the wings. And | think | would |like to try to avoid
them as nuch as possible. Thank you.

M5. NADER: Thank you. Anyt hi ng el se,
anyone nmust say before we call it a day? ay. Thank
you. You all have worked very hard. | appreciate your
active engagenent.

Bryan, would you like to say the |ast few
wor ds?

MR. BERRINGER: | would just |like to thank
everybody for sticking around. W wll probably, take
a couple of mnutes and then we will go over to -- The
peopl e that want to stay for the consuner working group
it is right across the hall. W have the phone hooked
up, so people, everybody is welcone to that, cone to
that neeting. It is open. |If people want to stay here
and they will have sone tinme if they want discuss other
t hi ngs.

Agai n, thank you very nuch.

(Wher eupon, at 5:10 p.m, the neeting was

concl uded.)
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